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THE POST-INDUSTRIAL ACCOUNTING ENVIRONMENT:
A CONCEPTUAL FRAMEWORK
A RS TRACT
I n  t h e  p a s t  d e c a d e  a n d  a h . i f ,  a c c o u n t a n t s  h a v e  w i t n e s s e d  
many c o n t r o v e r s i e s  c o n c e r n i n o  t h e  n a t u r e  o f  t h e  a c c o u n t i n q  
f u n c t i o n  a n d  how i t  o u g h t  t o  be  p e r f o r m e d  i n  c o n t e m p o r a r y  s o c i e t y .  
T h e s e  c o n t r o v e r s i e s  r e v e a l  t h e  g r o w i n g  p a i n s  o f  a p r o f e s s i o n  
w h i c h  i s  s t r u g g l i n g  t o  m e e t  t n e  c h a l l e n g e s  o f  a w o r l d  q u i t e  
d i f f e r e n t  f r o m  t h e  one  i n  w h i c h  i t  was  o r i g i n a t e d .  T he  b a s i c  
o b j e c t i v e  o f  t h i s  i n q u i r y  i s  t o  d r a w  c o n t o u r  l i n e s  f o r  t h e  s o c i o ­
e c o n o m i c  s c a f f o l d i n g  o f  t h e  p o s t - i n d u a t r i a  1 w o r l d  w i t h i n  w h i c h  t h e  
a c c o u n t i n g  f u n c t i o n  w i l l  be p e r f o r m e d .  In  p a r t i c u l a r ,  i t  i s  a n  
a t t e m p t  t o  p r o v i d e  a c o n c e p t u a l  f r a m e w o r k  w i t h i n  t h e  p e r s p e c t i v e  
i n  w h i c h  t h e  p o s t - i n d u s t r i a l  a c c o u n t i n g  f u n c t i o n  s h o u l d  be p e r -  
f  o rm ed .
A c o n c e o t u a l  f r a m e w o r k  t o w a r d  t n e o r y  c o n s t r u c t i o n  i n  t h e  
s o c i a l  s c i e n c e s  c a n  be  m e a n i n g f u l l y  p r o v i d e d  o n l y  w i t h i n  t h e  i n ­
s t i t u t i o n a l  c o n t e x t  a n d  s o c i e t a l  s e t t i n g .  C o n s e q u e n t l y ,  t h i s  
i n q u i r y  e x a m i n e s  t h e  i n s t i t u t i o n a l  phen o m en o n  o f  m o d e rn  t e c h n o l o g y ,  
a n d  t h e  c o n s e q u e n t  e m e r g e n c e  o f  t h e  p o s t - i n d u s t r i a 1 s o c i e t y  a n d  i t s  
o r g a n i z a t i o n s .  F u r t h e r ,  t h e  i n f o r m a t i o n  n e e d s  o f  s u c h  a s o c i e t y  
a n d  i t s  o r g a n i z a t i o n s  a n d  w h a t  i m p e r a t i v e s  t h e y  p r o v i d e  f o r  a 
r e l e v a n t  a c c o u n t i n g  f u n c t i o n  a r e  d i s c u s s e d .
The i n q u i r y  t a k e s  a h o l i s t i c  v iew  o f  t h e  s o c i e t a l  p r o c e s s e s  
The  s o c i e t y  i s  v i e w e d  a s  c o n t i n u a l l y  s e e k i n g  a n  e q u i l i b r i u m  w i t h  
i t s  e v e r - c h a n g i n g  s e l f  a s  w e l l  a s  w i t h  i t s  e n v i r o n m e n t .  A c c o u n t i n g  
a s  a n  a n t i c i p a t o r y  a n d  a f e e d b a c k  i n f o r m a t i o n  s y s t e m ,  s e e k s  t o  h e l p
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s o c i e t y  a c h i e v e  t h a t  e q u i l i b r i u m .  L i k e  a c a t a l y t i c  a g e n t ,  i t  
t r i e s  t o  d i s p e l  t h e  d i v e r g e n c e  w h ic h  e x i s t s  b e t w e e n  t h e  r e a l i t y  
o f  a s o c i e t a l  p h en o m en o n  a n d  i t s  v a r i e d  p e r c e p t i o n s .  T h i s  i t  
c a n  a c h i e v e  o n l y  t h r o u g h  c o m m u n i c a t i o n  w h i c h  i s  n e u t r a l ,  i . e . ,  
c o m m u n i c a t i o n  w h i c h  d o e s  n o t  d i s t o r t  t h e  a u t h e n t i c  i m a g e s  o f  
t h e  r e a l i t y .
I n  t h e  g r o w t h - o r i e n t e d  e c o n o m i e s  o f  t h e  i n d u s t r i a l  W e s t ,  
a c c o u n t i n g  h a s  b e e n  e f f e c t i v e .  I n  s u c h  s o c i e t i e s ,  i n  g e n e r a l ,  
t h e  m a r k e t  f o r c e s  p r e d o m i n a t e ,  t h e  i s s u e s  a r e  g e n e r a l l y  s e e n  i n  
t e r m s  o f  t h e  e x c h a n g e  r e l a t i o n s h i p s ,  a n d ,  t h e r e f o r e ,  a r e  f u n c ­
t i o n a l l y  r e d u c i b l e  t o  m o n e t a r y  c a l c u l a t i o n s .  I n  s u c h  a n  e n v i r o n ­
men t  t h e  c o n f l i c t i n g  c l a i m s  a r e  s t i l l  e s s e n t i a l l y  p r i v a t e ,  a n d  
t h e  m e a s u r e m e n t  a n d  c o m m u n i c a t i o n  f u n c t i o n  o f  a c c o u n t i n g ,  i n  
s p i t e  o f  i t s  u n i d i m e n s i o n a l i t y ,  s t i l l  s e r v e s  t h e  s o c i e t y ’ s n e e d s .
N e v e r t h e l e s s ,  w i t h  t h e  e m e r g e n c e  o f  p o s t - i n d u s t r i a 1 im ­
p e r a t i v e s ,  s u c h  a s  p l a n n i n g  a n d  a r b i t r a t i o n ,  t h e  n o n m a r k e t  w e l f a r e  
e c o n o m y ,  t h e  d o m i n e e r i n g  p u b l i c  s e c t o r ,  a n d  p o l i t i c i z e d  a n d  open  
d e c i s i o n - m a k i n g ,  t h e  e f f e c t i v e n e s s  o f  t r a d i t i o n a l  m a r k e t  f o r c e s  
h a s  b e e n  s e v e r e l y  e r o d e d .  Above a l l ,  t h e  a f f l u e n c e  o f  t h e  p o s t ­
i n d u s t r i a l  s o c i e t y  b r i n g s  n o n e c o n o m i c  c o n s i d e r a t i o n s  a n d  t h e i r  
r e s i l i e n t  m u l t i d i m e n s i o n a l i t y  t o  t h e  c e n t e r  s t a g e .  The c o n f l i c t ­
i n g  i n t e r e s t s  a r e  g e n e r a l l y  c o l l e c t i v e  a n d  c o m m u n a l ,  a n d  t h u s  
d i f f i c u l t  t o  r e c o n c i l e  p r i m a r i l y  on t h e  u n i d i m e n s i o n a l  m o n e t a r y  
s c a l e .  F u r t h e r ,  p o s t - i n d u s t r i a l  m u l t i d i m e n s i o n a l i t y  i s  n o t  o n l y  
p r o n o u n c e d  b u t  i t  a l s o  i s  a f a c t o r  w h i c h  c a n n o t  b e  i g n o r e d  i n  a 
p l u r a l i s t i c  d e m o c r a t i c  s o c i e t y .
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I t  i s  t r u e  t h a t  e v e n  i n  a p o s t - i n d u s t r i a l  o r d e r  t h e  b a s i c  
a c c o u n t i n g  f u n c t i o n  o f  m e a s u r e m e n t  a n d  c o m m u n i c a t i o n  h a s  n o t  
c h a n g e d .  What  h a s  c h a n g e d ,  a n d  c h a n g e d  r a d i c a l l y ,  h o w e v e r ,  i s  
t h e  c o n t e n t  o f  t h a t  f u n c t i o n .  The new c o n t e n t - - t h e  i n f o r m a t i o n  
' o  be  m e a s u r e d  a n d  c o m x n u n i c a t e d - - i s  n o  l o n g e r  a m e n a b l e  t o  t h e  
t r a d i t i o n a l  u n i d i m e n s i o n a l i t y  o f  a c c o u n t i n g  t e c h n o l o g y .  T h u s ,  
t h e  i n q u i r y  c o n c l u d e s ,  i t  i s  i n  t h e  r e s i l i e n t  m u l t i d i m e n s i o n a l i t y  
ox t h e  p o s t - i n d u s t r i a 1 e n v i r o n m e n t  t h a t  a c c o u n t i n g  f a c e s  i t s  f i r s t  
h i s t o r i c  c r i s i s .  I f  a c c o u n t i n g  c o n t i n u e s  t o  m a rc h  a l o n g  t h e  p r i m ­
r o s e  p a t h  o f  i t s  t r a d i t i o n a l l y  r e v e r e d  dogma o f  u n i d i m e n s i o n a l i t y ,  
i t  w i l ]  s j r e l y  f a l l  s h o r t  o f  i t s  c a t h o l i c  c o m m u n i c a t i o n  f u n c t i o n .  
I n  s u c h  a f a i l u r e  i t  w o u l d  l o s e  i t s  i m p a c t  on human a c t i o n ,  a n d ,  
u l t i m a t e l y ,  i t s  p u b l i c  p u r p o s e .
I t  i s ,  o f  c o u r s e ,  t r u e  t h a t  i n  t h e  s o c i a l  s c i e n c e s ,  a s  
e l s e w h e r e ,  t h e  u l t i m a t e  c r i t e r i o n  o f  t r u t h  o r  f a l s i t y  i s  t o  be  
f o u n d  i n  t h e  i n v e s t i g a t i o n  o f  t h e  o b j e c t ,  a n d  t h e  s o c i o l o g y  o f  
k n o w l e d g e  i s  n o  s u b s t i t u t e  f o r  t h i s .  B u t  t h e  e x a m i n a t i o n  o f  t h e  
o b j e c t  i s  n o t  a n  i s o l a t e d  a c t ;  i t  t a k e s  p l a c e  i n  a c o n t e x t  w h i c h  
i s  c o l o u r e d  b y  v a l u e s  a n d  c o l l e c t i v e - u n c o n s c i o u s ,  v o l i t i o n a l  i m ­
p u l s e s .  I n  t h e  s o c i a l  s c i e n c e s  i t  i s  t h i s  i n t e l l e c t u a l  i n t e r e s t ,  
o r i e n t e d  i n  a m a t r i x  o f  c o l l e c t i v e  a c t i v i t y ,  w h i c h  p r o v i d e s  n o t  
o n l y  t h e  g e n e r a l  q u e s t i o n s ,  b u t  t h e  c o n c r e t e  h y p o t h e s e s  f o r  r e ­
s e a r c h  a n d  t h e  t h o u g h t - m o d e I s  f o r  t h e  o r d e r i n g  o f  e x p e r i e n c e .
- - K a r l  M annhe im ,  i n  I d e o l o g y  a n d  U t o p i a .
P e r h a p s  t h e  m o s t  s t r i k i n g  f e a t u r e  o f  t h e  n o r m a l  r e s e a r c h  
p r o b l e m s  . . .  i s  how l i t t l e  t h e y  a i m  t o  p r o d u c e  m a j o r  n o v e l t i e s ,  
c o n c e p t u a l  o r  p h e n o m e n a l .  . . . E ven  t h e  p r o j e c t  w hose  g o a l  i s  
p a r a d i g m  a r t i c u l a t i o n  d o e s  n o t  a i m  a t  t h e  u n e x p e c t e d  n o v e l t y .
- -T h o m a s  K uhn ,  i n  The  S t r u c t u r e  o f  S c i e n t i f i c  R e v o l u t i o n s .
To s a y  t h a t  a n  o b j e c t  i s  r e a l  i s  t o  a n t i c i p a t e  t h a t  i t  
w i l l  m a n i f e s t  i t s  e x i s t e n c e  i n d e f i n i t e l y  h e r e a f t e r .  T h i s  i s  
w h a t  C o p e r n i c u s  m e a n t  b y  i n s i s t i n g  t h a t  h i s  s y s t e m  was r e a l .  
C o p e r n i c u s  a n t i c i p a t e d  t h e  c o m in g  o f  f u t u r e  m a n i f e s t a t i o n s  o f  
h i s  s y s t e m ,  a n d  t h e s e  w e r e  i n  f a c t  d i s c o v e r e d  by l a t e r  a s t r o n o ­
m e rs  who h a d  a c c e p t e d  h i s  c l a i m  t h a t  h i s  s y s t e m  was  r e a l .  We 
c a n  c o n c l u d e  t h e n  t h a t ,  i n  n a t u r e ,  t h e  c o h e r e n c e  o f  a n  a g g r e g a t e  
show s  t h a t  i t  i s  r e a 1 a n d  t h a t  t h e  k n o w l e d g e  o f  t h i s  r e a l i t y  
f o r e t e l I s  t h e  c o m in g  o f  y e t  unknown f u t u r e  m a n i f e s t a t i o n s  o f  
s u c h  r e a l i t v . T h i s  c o n c e p t  o f  r e a l i t v  e x t e n d e d  t o  i n c l u d e  a l l  
t h e  p h a s e s  o f  a. s c i e n t i f i c  e n q u i r y . I t  e x p l a i n s  t h e  way d i s -  
c o v e r v  i s  a n t i c i p a t e d ,  f r o m  t h e  s i g h t i n g  o f  â  p r o b l e m  t o  f i n d i n g  
i t s  s o l u t i o n .
—M i c h a e l  P o l a n y i ,  i n  ’’G e n i u s  i n  S c i e n c e . ”
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I .  INTRODUCTION
A. T e c h n o l o g y  i n  Our Modern  L i f e  
The o f f i c i a l  name o f  t h e  human s p e c i e s  i s  Homo s a p i e n s ,  
b u t  t h e r e  a r e  many a n t h r o p o l o g i s t s  who p r e f e r  t o  t h i n k  o f  man a s  
Homo f a b e r :  t h e  s m i t h ,  t h e  m a k e r  o f  t o o l s . * Man i s  t h e  o n l y
a n i m a l  c a p a b l e  o f  t h e  p o w e r f u l ,  n o n o r g a n i c  e v o l u t i o n  o f  t o o l -  
m a k i n g .  T o o l s  h a v e  b e e n  w i t h  us  f r o m  m a n ' s  e a r l i e s t  t i m e s  a n d
ha v e  a l w a y s  b e e n  a n  i n t i m a t e  a n d  i n t e g r a l  p a r t  o f  t h e  human
>e x p e r i e n c e  , w
I n  f a c t ,  a s  t e s t i f i e d  by t h e  f i r s t  e a r t h e n  p o t ,  t h e  s p e a r ,  
a n d  t h e  m o r t a r ,  t h e r e  h a s  n e v e r  b e e n  a t i m e  s i n c e  man e m e r g e d  
f r o m  t h e  h i g h e r  p r i m a t e s  when he was  n o t  i n  p o s s e s s i o n  o f  a t  l e a s t  
a minimum d e g r e e  o f  t e c h n o l o a y .  The i r r i g a t i o n  c i v i l i z a t i o n s  o f  
some s e v e n  t h o u s a n d  y e a r s  a g o  e x i s t e d  i n  w h a t  was n o t  o n l y  one  o f  
t h e  g r e a t  a g e s  of  t e c h n o l o g y ,  b u t  was a l s o  m a n k i n d ' s  g r e a t e s t  a n d  
m o s t  p r o d u c t i v e  p e r i o d  o f  s o c i a l  a n d  p o l i t i c a l  i n n o v a t i o n .  B e h i n d
^ A l d o u s  H u x l e y ,  Tom orrow ,  a n d  T om orrow ,  a n d  T om o r ro w ,  a n d  
O t h e r  E s s a y s ,  A S i g n e t  Book (New Y o rk :  New A m e r i c a n  L i b r a r y ,
1 9 o 4 ) ,  p .  1 0 .  A l s o ,  H a r t  n o t e s  t h a t  m a n ' s  f i r s t  m i l l i o n  y e a r s  
w e r e  p r i m a r i l y  d e v o t e d  t o  t o o l m a k i n g ,  a s  museums c o n t a i n  v a s t  
c o l l e c t i o n s  o f  t h e  c h i p p e d  f l i n t s  w h i c h  w e r e  t h e  c u t t i n g  b l a d e s  
o f  p r e h i s t o r i c  man.  S e e  H o r n e l l  H a r t ,  " A c c e l e r a t i o n  i n  S o c i a l  
C h a n g e , "  i n  T e c h n o l o g y  a n d  S o c i a 1 C h a n g e ,  e d .  by  F r a n c i s  R.  A l l e n  
a n d  e t h e r s  (New Y ork :  A p p l e t o n - C e n t u r y - C r o f t s ,  I n c . ,  1 9 5 7 ) ,  p p .
- A l f r e d  R u s s e l l  W a l l a c e ,  a s  r e p o r t e d  i n  P e t e r  F .  D r u c k e r ,  
T e c h n o l o g y ,  M anagem en t  S o c i e t y  (New Y o r k :  H a r p e r  & Row P u b ­
l i s h e r s ,  1 9 7 0 ) ,  p. 4 3 .
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a l l  t h i s  t e c h n o l o g y  l a y  t h e  i r r e s i s t i b l e  f o r c e  o f  t h e  hum an m i n d ,  
e x t r a o r d i n a r i l y  r e s t l e s s  a n d  d i s s a t i s f i e d ,  a l w a y s  s t r i v i n g  t o  
b r i n g  t h e  e n v i r o n m e n t  w i t h i n  c o n t r o l  t o  f a c i l i t a t e  t h e  b u s i n e s s  
o f  l i v i n g . *
I n  o u r  own t e c h n o l o g i c a l l y  e x p l o s i v e  a s  w e l l  a s  o v e r ­
w h e l m i n g  a g e ,  i t  i s  e a s y  t o  u n d e r e s t i m a t e  t h e  r o l e  o f  t e c h n o l o g y  
i n  o t h e r  a g e s .  I t  s h o u l d  b e  n o t e d ,  h o w e v e r ,  t h a t  i n  n o  o t h e r  a g e  
o f  h i s t o r y  h a s  t e c h n o l o g y  h e l d  s u c h  a c e n t r a l  a n d  d e t e r m i n i n g  
r o l e  a s  i t  d o e s  i n  o u r  own. N e v e r  h a v e  s o  many p e r s o n s  b e e n  i n ­
v o l v e d  s o  d i r e c t l y  i n  t e c h n o l o g i c a l  p u r s u i t s .  A t  n o  t i m e  i n  t h e  
human p a s t  h a s  t h e  t e c h n o l o g i s t - s c i e n t i s t  h e l d  t h e  c r u c i a l  
s o c i e t a l  r o l e  t h a t  he  h o l d s  t o d a y . “
D u r i n g  t h e  t w e n t i e t h  c e n t u r y ,  t e c h n o l o g i c a l  a c t i v i t y  h a s  
c h a n g e d  i n  i t s  s t r u c t u r e ,  m e t h o d s ,  a n d  s c o p e .  As B r i t i s h  p h i l o s ­
o p h e r  A l f r e d  N o r t h  W h i t e h e a d ,  c o n t e m p l a t i n g  t h e  e f f e c t s  o f  t e c h n o l ­
ogy on human d e s t i n y ,  s a i d :  " I n  t h e  p a s t ,  human l i f e  was l i v e d  i n
a b u l l o c k  c a r t ;  i n  t h e  f u t u r e  i t  w i l l  b e  l i v e d  i n  a n  a i r p l a n e ;  a n d
3
t h e  c h a n g e  o f  s p e e d  a m o u n t s  t o  a d i f f e r e n c e  i n  q u a l i t y . "
* I b i d . ,  p .  v i i i .  A l s o ,  s e e  R o b e r t  N i s b e t ,  "T he  I m p a c t  
o f  T e c h n o l o g y  on E t h i c a l  D e c i s i o n - M a k i n g , "  i n  The T e c h n o l o g i c a l  
T h r e a t , e d .  b y  J a c k  D o u g l a s  ( E n g l e w o o d  C l i f f s ,  N.  J . :  P r e n t i c e -
H a 1 1 ,  I n c . ,  1 9 7 1 ) ,  p .  4 0 .
“ N i s b e t ,  "The  I m p a c t  o f  T e c h n o l o g y  on E t h i c a l  D e c i s i o n -  
M a k i n g , "  p .  4 0 .
Q u o t e d  i n  W a l t e r  B u c k i n g h a m ,  A u t o m a t i o n : I t s  I m p a c t  on
B u s i n e s s  a n d  P e o p l e ,  A M e n t o r  E x e c u t i v e  L i b r a r y  Book (New Y o r k :
New A m e r i c a n  L i b r a r y ,  1 9 o l ) ,  p.  1 1 .
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I t  i s  t h i s  q u a l i t a t i v e  change  w h ic h  e x p l a i n s ,  e v e n  n o r e  
t h a n  t h e  t r e m e n d o u s  i n c r e a s e  i n  t h e  volume o f  w o rk ,  t h e  e m er g en c e  
o f  t e c h n o l o g y  i n  t h e  t w e n t i e t h  c e n t u r y  a s  v i t a l  i n  war a s  i n  
p e a c e ,  and  i t s  a b i l i t y  w i t h i n  a few s h o r t  d e c a d e s  t o  remake m a n ' s  
way o f  l i f e  a l l  o v e r  t h e  g l o b e . * " I t  i s  i n  t h i s  p e r v a s i v e  i n ­
f l u e n c e  o f  t e c h n o l o g y  on ou r  l i f e  t h a t  t h e  c o n t e m p o r a r y  s i t u a t i o n  
seems s o  q u a l i t a t i v e l y  d i f f e r e n t  f ro m  t h a t  o f  t h e  p a s t  s o c i e t i e s .  
. . . One r e a s o n  f o r  t h i s  q u a l i t a t i v e  d i f f e r e n c e  i s  t h a t  our  
t e c h n o l o g i c a l  t o o l s  a r e  more p o w e r f u l  t h a n  any  b e f o r e .  The r i f l e  
w ip e d  o u t  t h e  b u f f a l o ,  b u t  n u c l e a r  weapons  c a n  w ipe  o u t  m an ."
At t h e  dawn o f  t h e  n u c l e a r  a g e ,  A l b e r t  E i n s t e i n  a p t l y  su m m ar ized  
t h i s  ch an g e  when he s a i d  t h a t  t h e  u n l e a s h e d  power o f  t h e  a tom
had c h a n g e d  e v e r y t h i n g  e x c e p t  our  ways o f  t h i n k i n g ,  an d  t h a t  we
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were  d r i f t i n g  t o w a r d  a c a t a s t r o p h e  b e yond  c o m p a r i s o n .
The d o m e s t i c a t i o n  o f  a n i m a l s  and  t h e  i n v e n t i o n  o f  t h e  
w h e e l  l i t e r a l l y  l i f t e d  t h e  b u r d e n  f rom  m a n ' s  b a c k ,  b u t  t h e  com- 
p u t e r - - w h i c h  can  be s e e n  a s  an  e x t e n s i o n  o f  t h e  human mind a s  a 
t o o l  i s  an  e x t e n s i o n  o f  t h e  human b o d y - - c o u l d  f r e e  u s  f rom  m e n t a l  
d r u d g e r y .  W hereas  t h e  a u t o m o b i l e  l e f t  p r a c t i c a l l y  no  human i n ­
s t i t u t i o n  u n c h a n g e d ,  t h e  i m p a c t  o f  t h e  c o m p u te r  i s  l i k e l y  t o  be
k) r u c k e r ,  T e c h n o l o g y .  Management  & S o c i e t y ,  p .  5 5 .
^Emmanuel G. M e s th e n e ,  T e c h n o l o q i c a  1 C h a n q e : I t s  I m p a c t
on Man a n d  S o c i e t y .  H a r v a r d  S t u d i e s  i n  T e c h n o l o g y  an d  S o c i e t y  
(New Y ork :  New A m e r ic a n  L i b r a r y ,  1 9 7 0 ) ,  p .  2 5 .
•^Reported  i n  C h a r l e s  Osgood,  " C o n s e r v a t i v e  Words and  
R a d i c a l  S e n t e n c e s  i n  t h e  S e m a n t i c s  o f  I n t e r n a t i o n a l  P o l i t i c s , "  
i n  M ankind  2 0 0 0 .  e d .  by  R o b e r t  J u n g k  and  J o h n  G a l t u n g  (London :  
G eo rg e  A l l e n  & Unwin, L t d . ,  1 9 0 9 ) ,  p .  5 4 .
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j u s t  a s  g r e a t .  I t  seeras  p r o b a b l e  t h a t  a l l  e x i s t i n g  p o l i t i c a l  
a n d  eco n o m ic  i n s t i t u t i o n s  w i l l  u n d e r g o  some m o d i f i c a t i o n  a s  a 
r e s u l t  o f  our modern  t e c h n o l o g y . *
The f a c t  t h a t  t e c h n o l o g y  s t a n d s  t o d a y  a t  t h e  v e r y  c e n t e r  
o f  human e x p e r i e n c e  i s  v e r i f i e d  by our  d e p e n d e n c e  upon  i t  a s  men 
once  d e p e n d e d  upon n a t u r e .  Our i n c r e a s i n g l y  u r b a n i z e d  s o c i e t y  
i s  e v e r  more d e p e n d e n t  on t e c h n o l o g y ,  and  our  h a b i t a t  i s  no  l o n g e r  
a n a t u r a l  e c o l o g y . ^  Our  m a jo r  t h r e a t s  a r e  t e c h n o l o g i c a l  b r e a k ­
dow ns;  f o r  e x a m p le :
I n  t h e  l a t e  a f t e r n o o n  o f  November 9 ,  19o5 ,  a s m a l l  
e l e c t r i c a l  r e l a y  i n  a power s t a t i o n  i n  O n t a r i o ,  C a n a d a ,  
f a i l e d .  W i t h i n  a few m i n u t e s  t h e  f l o w  o f  e l e c t r i c
*K enneth  E. B o u l d i n g ,  Beyond E c o n o m i c s : E s s a y s  on
S o c i e t y .  R e l i g i o n  and  E t h i c s . Ann A rb o r  P a p e r b a c k s  (Ann A r b o r :  
U n i v e r s i t y  o f  M i c h i g a n  P r e s s ,  1 9 0 8 ) ,  p .  lt>9. B a r b a r a  Ward, i n  a 
s i m i l a r  v e i n ,  h a s  a l s o  s a i d  t h a t  modern  i n d u s t r i a l  c i v i l i z a t i o n ,  
w i t h  i t s  t e c h n i c a l  e v o l u t i o n  a n d  i n t e l l e c t u a l  d r i v e ,  i s  p e r h a p s  
t h e  m os t  a g g r e s s i v e  fo rm  o f  c i v i l i z a t i o n  t h a t  m ankind  h a s  e v e r  
known. I t  i n v o l v e s  a t o t a l  t r a n s f o r m a t i o n  o f  a l l  a s p e c t s  o f  
l i f e ,  n o t  o n l y  o f  o r g a n i z a t i o n  and  t e c h n i q u e  b u t  a l s o  o f  f u n d a ­
m e n t a l  h a b i t s  o f  t h o u g h t  a n d  s o c i a l  b e h a v i o r .  Sue  B a r b a r a  W*rd, 
a s  r e p o r t e d  i n  C l a r k  K e r r  an d  o t h e r s ,  I n d u s t r i a l i s m  a n d  I n d u s t r i a 1 
Man (C a m b r id g e :  H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 0 0 ) ,  p .  2 0 0 .  Both
B o u l d i n g  and  Ward h e r e  p r o v i d e  an  e x c e l l e n t  p r e f a c e  t o  t h e  p r e s e n t  
i n q u i r y ,  w h ic h  d e a l s  w i t h  t h e  e f f e c t  o f  t e c h n o l o g y  i n  d e t e r m i n i n g  
t h e  n a t u r e  o f  s o c i o e c o n o m i c  o r d e r  i n  g e n e r a l ,  an d  t h e  a c c o u n t i n g  
f u n c t i o n  w i t h i n  t h a t  o r d e r  i n  p a r t i c u l a r .  The b r o a d e r  i s s u e  i s :  
Does  t e c h n o l o g y ,  a s  we now have  i t ,  c o n s t i t u t e  t h e  i n e l u c t a b l e  
c a u s e  o f  a new s o c i a l  o r d e r ?  D w e l l i n g  on t h e  same i s s u e ,  D a h l  
and  L in d b lo m  f e a r  t h a t  i t  w o u ld  be  a l l  b u t  inhuman i f  t h e  s t r u g g l e  
f o r  c o n t r o l  o v e r  t e c h n o l o g y  d i d  n o t  become a c e n t r a l  i s s u e  o f  
modern  s o c i a l  e x i s t e n c e .  S e e  R o b e r t  A. D a h l  a n d  C h a r l e s  E . 
L i n d b lo m ,  P o l i t i c s .  E c o n o m i c s . an d  We I f a r e : P l a n n i n g  a n d  P o l i t i c o -
E conom ic  S y s t e m s  R e s o l v e d  i n t o  B a s i c  S o c i a 1 P r o c e s s e s .  H a r p e r  
T o r c h b o o k s  (New York :  H a r p e r  and Row, P u b l i s h e r s ,  1 9 o 3 ) ,  p .  78 .
^ P e t e r  F .  D r u c k e r ,  " T e c h n o l o g y  and S o c i e t y  i n  t h e  T w e n t i ­
e t h  C e n t u r y , "  T e c h n o l o g y  i n  t h e  T w e n t i e t h  C e n t u r y .  V o l .  I I  o f  
T e c h n o l o g y  i n  W e s t e r n  C i v i l i z a t i o n ,  e d .  by M e lv i n  K r a n z b e r g  and 
C a r r o l l  W. P u r s e l l ,  J r .  (2  v o l s . ;  New Y ork :  O x f o r d  U n i v e r s i t y
P r e s s ,  19t>7), p .  3 0 .
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e n e r g y  t h r o u g h o u t  much o f  t h e  N o r t h e a s t e r n  s e c t i o n  
o f  t h e  U n i t e d  S t a t e s  an d  p a r t  o f  Canada  had  c e a s e d .
Some t h i r t y  m i l l i o n  p e o p l e ,  i n c l u d i n g  t h o s e  i n  t h e  
g r e a t  m e t r o p o l i t a n  a r e a s  o f  B o s to n  a n d  New Y ork ,  
w ere  p l u n g e d  i n t o  d a r k n e s s .  Coming a s  i t  d i d ,  
d u r i n g  t h e  e v e n i n g  r u s h  hour  when p e o p l e  w e re  on 
t h e i r  way home f ro m  w o rk ,  t h e  s h u t t i n g  o f f  o f  e l e c ­
t r i c  power l e f t  h u n d r e d s  o f  t h o u s a n d s  o f  New Y o r k e r s  
s t r a n d e d  i n  subway t r a i n s ,  c o n f i n e d  i n  e l e v a t o r s  
s t a l l e d  b e tw e e n  f l o o r s  o f  t o w e r i n g  s k y s c r a p e r s ,  o r  
c a u g h t  i n  m o n s t r o u s  t r a f f i c  j am s  c r e a t e d  by t h e  
a b s e n c e  o f  t r a f f i c  l i g h t s .  Bven when t h e y  f i n a l l y  
r e a c h e d  home, many o f  t h e  n o w - d i s c o n c e r t e d  c i t y -  
d w e l l e r s  f o u n d  i t  t o  be  w i t h o u t  w a rm th ,  w i t h o u t  h o t  
f o o d ,  and  w i t h o u t  l i g h t .  Here  was a d r a m a t i c  demon­
s t r a t i o n  o f  modern  m a n ' s  d e p e n d e n c e  on t h e  m a c h i n e . *
The q u a l i t y  o f  f i n a l i t y  i n  modern  t e c h n o l o g y  and t h e  d e ­
g r e e  t o  w h ic h  ou r  t i m e  i s  o r i e n t e d  t o w a r d  and  d e p e n d e n t  upon 
s c i e n c e  an d  k n ow ledge  have b r o u g h t  our  a g e ,  more t h a n  any  b e f o r e  
i t ,  t o  a n  e x p l i c i t  a w a r e n e s s  o f  t e c h n o l o g y  a s  an  i m p o r t a n t  d e t e r ­
m i n a n t  i n  o u r  l i v e s  and  i n s t i t u t i o n s .  As a r e s u l t ,  o u r  s o c i e t y  
i s  d e l i b e r a t e l y  a t t e m p t i n g  t o  u n d e r s t a n d  an d  c o n t r o l  t e c h n o l o g y ,  
and  i s  t h e r e f o r e  d e v o t i n g  s i g n i f i c a n t  e f f o r t  t o  t h e  s e a r c h  f o r  
ways t o  m e as u re  t h e  f u l l  r a n g e  o f  i t s  e f f e c t s .
*Me I v i n  K r a n z b e r g  and  C a r r o l l  W. P u r s e l l ,  J r . ,  "The Im­
p o r t a n c e  o f  T e c h n o l o g y , "  i n  The Em ergence  o f  Modern I n d u s t r i a 1 
s °£-i<?ty, Sax j i g  TAIW? I n  1900.  V o l .  I  o f  T e c h n o l o g y  i n  W e s te r n  
C i v i l i z a t i o n ,  e d .  by K r a n z b e r g  and  P u r s e l l ,  p .  3 .  R e c e n t l y ,  a 
s u c c e s s i o n  o f  c a b l e  f a i l u r e s  a t  a C o n s o l i d a t e d  E d i s o n  s u b s t a t i o n  
i n  New York  c u t  o f f  power t o  more t h a n  4 0 0 ,0 0 0  p e o p l e ,  a n d  l e f t  
them w i t h o u t  a i r - c o n d i t i o n i n g  o r  f o o d  r e f r i g e r a t i o n  a n d ,  i n  some 
c a s e s ,  w i t h o u t  w a t e r .  S e e  P a u l  J .  M ontgomery ,  "More B l a c k o u t s  i n  
Two B o ro u g h s ;  4 0 0 ,0 0 0  A f f e c t e d , "  New York T i m e s .  J u l y  2 5 ,  1972,
P.  1.
^ M e s t h e n e ,  T e c h n o l o g i c a 1 Change ,  p p .  2 5 - 2 0 .  A l s o ,  i t  
s h o u l d  be  n o t e d  t h a t  t h e  C o n g r e s s  h a s  a p p r o p r i a t e d  $ 5 , 0 0 0 , 0 0 0  t o  
s e t  up  t h e  O f f i c e  o f  T e c h n o l o g y  A s s e s s m e n t  t o  s t a r t  o p e r a t i n g  i n  
r a id - 1 9 7 3 .  T h i s  new a g e n c y  i s  e x p e c t e d  t o  be  a b l e  t o  p r e d i c t  w h ich  
new t e c h n o l o g i e s  a r e  l i k e l y  t o  become i m p o r t a n t  and  w h a t  l o n g -  
r a n g e  e f f e c t s  t h e y  a r e  l i k e l y  t o  h a v e .  I t  i s  t h e n  e x p e c t e d  t o  a d ­
v i s e  t h e  g o v e rn m e n t  w h ic h  new t e c h n o l o g i e s  i t  s h o u l d  e n c o u r a g e  and  
w h ic h  ones  i t  s h o u l d  d i s c o u r a g e ,  i f  n o t  f o r b i d  a l t o g e t h e r .  See  
P e t e r  F .  D r u c k e r ,  "New T e c h n o l o g y :  P r e d i c t i n g  I t s  Im p a c t  I s  P e r i ­
l o u s  an d  F u t i l e , "  New York  T i m e s . A p r i l  8,  1973, s e c .  3 ,  p .  1.
o
E v e r y  s o c i e t y  i n  t h e  w o r l d  i s  b e i n g  p r o f o u n d l y  a f f e c t e d  
by t h e  s c i e n t i f i c  and  t e c h n o l o g i c a l  r e v o l u t i o n  t h a t  s t a r t e d  i n  
t h e  W e s t e r n  s o c i e t i e s  a p p r o x i m a t e l y  f i v e  h u n d r e d  y e a r s  a g o .  I n  
a v e r y  r e a l  s e n s e ,  t h e  s o c i e t y  o f  t h e  e n t i r e  w o r l d  i s  b e i n g  t r a n s ­
f o r m e d  by t h i s  r e v o l u t i o n ,  and  A merica  i s  a t  t h e  h e a r t  o f  t h i s  
w o r l d  t r a n s f o r m a t i o n .  I n d e e d ,  A m er ica  i s  i t s  p r i m a r y  s o u r c e .
I n  A m e r i c a ,  more t h a n  an y w h ere  e l s e ,  s c i e n c e  and  t e c h ­
n o l o g y ,  p a r t i c u l a r l y  a s  s o c i a l l y  a p p l i e d  t h r o u g h  c o m m u n i c a t i o n s  
a n d  i n c r e a s i n g  c o m p u t e r i z a t i o n ,  a r e  a l r e a d y  s i g n i f i c a n t l y  i m p o r ­
t a n t  i n  i n f l u e n c i n g  s o c i a l  b e h a v i o r .  I n c r e a s i n g l y  b e i n g  s h a p e d  
by t e c h n o l o g y  an d  e l e c t r o n i c s ,  t o d a y ' s  A m er ica  i s  i n  t h e  m i d s t  o f  
a t r a n s i t i o n  t h a t  i s  b o t h  u n i q u e  a n d  b a f f l i n g .  I t  i s  c e a s i n g  t o  
be  an  i n d u s t r i a l  s o c i e t y  a n d  i s  a l r e a d y  b e g i n n i n g  t o  be a new
k i n d  o f  s o c i e t y  w here  t h e  p r o m i n e n c e  o f  t e c h n o l o g y  i s  o v e rw h e lm -  
1i n g .  A
The c r u c i a l  p r o b le m  i n  t h i s  t e c h n o l o g i c a l  phenomenon i s  
w h e t h e r  t h e  d e v e l o p m e n t  o f  e l e c t r o n i c s ,  a u t o m a t i o n ,  c y b e r n a t i o n ,  
a nd  t h e  w h o le  com plex  o f  c o n t r o l  s y s t e m s  d o e s  n o t  i n t r o d u c e ,  a s  
i t  w e r e ,  a new g e a r  i n t o  t h e  e v o l u t i o n a r y  p r o c e s s ,  t h e  i m p l i c a ­
t i o n s  o f  w h ic h  a r e  a s  y e t  o n l y  b a r e l y  a p p a r e n t . ^  As i n  many 
o t h e r  a r e a s ,  h o w e v e r ,  A m e r ic a n  t e c h n o l o g y  w i l l  s e r v e  a s  a n  ex am p le
^■Zbigniew B r z e z i n s k i ,  "The  A m e r ic an  T r a n s i t i o n , "  The New 
R e p u b l i c ^  December 2 3 ,  1907, p .  19 .  T h i s  theme i s  d e v e l o p e d  
f u r t h e r  by B r z e z i n s k i  i n  h i s  e v o c a t i v e  b o o k ,  Between  Two A g e e : 
A m e r ic a  * s  R o le  i n  t h e  T e c h n e t r o n i c  E r a . A V i k i n g  Compass Book 
(New Y ork :  V i k i n g  P r e s s ,  1 9 7 0 ) .
^ B o u l d i n g ,  Beyond E c o n o m i c s . p .  109.
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f o r  t h e  o t h e r  n a t i o n s  t o  e m u l a t e .  More t h a n  anyw here  e l s e ,  i t  
i s  i n  A m er ica  t h a t  t h e  s o c i a l  c o n s e q u e n c e s  o f  t h e  t e c h n o l o g i c a l  
r e v o l u t i o n  a r e  b e g i n n i n g  t o  s h a p e  human b e h a v i o r .  I t  i s  i n  
A m e r i c a n  s o c i e t y  w here  t h e  g r e a t  q u e s t i o n s  o f  ou r  t im e  w i l l  be 
t e s t e d  f i r s t  i n  p r a c t i c e :  Can t h e  i n d i v i d u a l  a n d  s c i e n c e  c o e x i s t ,
o r  w i l l  t h e  dyn am ic  momentum o f  t h e  l a t t e r  f u n d a m e n t a l l y  a l t e r  t h e  
f o r m e r ?  Can man, l i v i n g  i n  t h e  s c i e n t i f i c  a g e ,  grow i n  i n t e l l e c ­
t u a l  d e p t h  an d  p h i l o s o p h i c a l  m e a n i n g ,  and  t h u s  i n  h i s  p e r s o n a l  
l i b e r t y ,  t o o ?  Can t h e  i n s t i t u t i o n s  o f  p o l i t i c a l  d e m o crac y  be 
a d a p t e d  t o  new c o n d i t i o n s  q u i c k l y  e n o u g h  t o  m ee t  t h e  c r i s e s ,  y e t  
w i t h o u t  d e b a s i n g  t h e i r  d e m o c r a t i c  c h a r a c t e r ? *
* B r z e z i n s k i ,  "The A m e r ic an  T r a n s i t i o n , "  p .  19.  F a i t h  i n  
t h e  A m e r ic a n  c a p a c i t y  t o  i n n o v a t e  and  l e a d  t h e  w o r l d  i n  m o s t  
a r e a s  i s  f a i r l y  w i d e s p r e a d .  I t  h a s  c e r t a i n l y  b e e n  f u l f i l l e d  i n  
t h e  f i e l d  o f  a c c o u n t i n g .  A c o m p a r a t i v e  s t u d y  o f  t h e  d e v e l o p m e n t  
o f  a c c o u n t i n g  p r i n c i p l e s  i n  M ex ico ,  C an a d a ,  t h e  U n i t e d  Kingdom, 
a n d  t h e  U .S .A .  shows t h a t  a l l  o t h e r s  h ave  b o r r o w e d  much f r o m  t h e  
A m e r ic a n  e x p e r i e n c e ,  b o t h  i n  t e r m s  o f  t h e  s u b j e c t s  c o v e r e d  a n d  
t h e  c o n c l u s i o n s  r e a c h e d .  Z e f f  e x p l a i n s  t h i s  u n i q u e  A m e r ic a n  
l e a d e r s h i p  i n  t e r m s  o f  i t s  d e v e l o p e d  s e c u r i t i e s  m a r k e t ,  t h e  a g ­
g r e s s i v e  f i n a n c i a l  p r e s s ,  an d  t h e  a c c o u n t i n g  p h i l o s o p h y  o f  t h e  
S e c u r i t i e s  and  Bxchange  C om m iss ion .  S e e  S t e p h e n  A. Z e f f ,  F o r g i n g  
A c c o u n t i n g  P r i n c i p l e s  i n  F i v e  C o u n t r i e s : A_ H i s t o r y  a n d  an
A n a l y s i s  o f  T r e n d s  (C ham paign ,  1 1 1 . :  S t i p e s  P u b l i s h i n g  Company,
1 9 7 2 ) ,  p p .  3 1 1 - 3 1 3 .
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I I .  ORIENTATION
A. T e c h n o lo g y  a s  t h e  M i l i e u  o f  t h e  Man, Mind,  a n d  M a t t e r
T e c h n o l o g y ,  i n  i t s  s i m p l e s t  fo r m ,  c a n  be v iew ed  a s  a r a ­
t i o n a l  o r d e r i n g  o f  means t o  a c h i e v e  d e f i n i t e  e n d s .  Weber saw i t  
m e r e l y  a s  a s p e c i a l  p a r t  o f  t h e  r a t i o n a l i z a t i o n  t h a t  h a s  b e e n  
t a k i n g  p l a c e  i n  t h e  W e s t e r n  w o r l d  o v e r  t h e  p a s t  s e v e r a l  c e n t u r i e s  
What i s  c e n t r a l  t o  t e c h n o l o g y  i s  t h e  a p p l i c a t i o n  o f  r a t i o n a l  p r i n  
c i p l e s  t o  t h e  c o n t r o l  or  r e o r d e r i n g  o f  s p a c e ,  m a t t e r ,  an d  human 
b e i n g s . *  T h u s ,  c o n s i d e r i n g  t h e  e n o r m i t y  o f  i t s  p r e s e n t  s t a t e ,  
modern  t e c h n o l o g y  can  a l s o  be v ie w ed  a s  m a n ' s  p r o f o u n d  i n t e r v e n ­
t i o n  i n  h i s  e n v i r o n m e n t ,  b o t h  n a t u r a l  a n d  man-made, an d  h i s  
a t t e m p t s  t o  s u b d u e  o r  c o n t r o l  t h a t  e n v i r o n m e n t  by means o f  h i s  
i m a g i n a t i o n  and  i n g e n u i t y .
I n  t h e  p o p u l a r  m ind ,  hcwrever, t e c h n o l o g y  i s  u n d e r s t o o d  i n  
i t s  p h y s i c a l  m a n i f e s t a t i o n s - - t h e  s k y s c r a p e r ,  a u t o m o b i l e ,  c o m p u te r  
b u t  t e c h n o l o g y  r e p r e s e n t s  s o c i a l  t h i n g s  a s  w e l l ,  s u c h  a s  o r g a n i z a  
t i o n s  and  i n s t i t u t i o n s  c o n c e r n e d  w i t h  human ends .*2 A l t h o u g h  we
1-Max W eber ,  a s  r e p o r t e d  i n  J a c k  D o u g l a s ,  "The I m p a c t  o f  
T e c h n o lo g y  on A m e r i c a n  V a l u e s , "  i n  The T e c h n o l o g i c a 1 T h r e a t ,  e d .  
by D o u g l a s ,  p p .  3 7 - 3 8 .  A l s o ,  s e e  N i s b e t ,  "The  Im p a c t  o f  T e c h ­
n o l o g y  on E t h i c a l  D e c i s i o n - M a k i n g , "  p .  41 .
^ N i s b e t ,  "7 n e  I m p a c t  o f  T e c h n o l o g y  on E t h i c a l  D e c i s i o n -  
M a k in g , "  p .  4 1 .  A ' . so ,  s e e  K r a n z b e r g  a n d  P u r s e l l ,  "The I m p o r t a n c e  
o f  T e c h n o l o g y , "  p p .  4 - 5 .  T h e re  i s  some e l e m e n t  o f  a r b i t r a r i n e s s  
h e r e  i n  d e f i n i n g  w h a t  t e c h n o l o g y  i s .  As D r u c k e r  p o i n t s  o u t ,  how­
e v e r ,  a l l  human d i s c i p l i n e s  r e s t ,  a f t e r  a l l ,  on s i m i l a r l y  a r b i ­
t r a r y  d i s t i n c t i o n s .  T h u s ,  t e c h n o l o g i s t s  o u g h t  t o  be  c o n s c i o u s  o f  
t h e  a r t i f i c i a l i t y  o f  t h e i r  d e f i n i t i o n  a n d  c a r e f u l  l e s t  i t  become 
a b a r r i e r  r a t h e r  t h a n  a h e l p  t o  kno w led g e  an d  u n d e r s t a n d i n g .  See  
D r u c k e r ,  T e c h n o l o g y ,  Management & S o c i e t y ,  p .  4 3 .
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a r e  a c c u s t o m e d  t o  t h i n k i n g  o f  t e c h n o l o g y  i n  t e r m s  o f  t o o l s ,  im­
p l e m e n t s ,  m a c h i n e s ,  an d  g a d g e t s ,  we s h o u l d  t h i n k  o f  i t  a l s o  i n  
t e r m s  o f  human s k i l l s ,  i n s t i t u t i o n s ,  an d  o r g a n i z a t i o n s .  We may 
i n t e r p r e t  a t e c h n o l o g i c a l  s y s t e m  a s  t h a t  a s p e c t  o f  s o c i e t y  w h ic h  
i s  c o n c e r n e d  w i t h  human a r t i f a c t s ,  b o t h  m a t e r i a l  a n d  s o c i a l ,  and  
w i t h  t h e  way humans i n t e r a c t  w i t h  them i n  t h e  p r o c e s s  o f  p r o d u c i n g  
more s u c h  a r t i f a c t s . *
T h e re  i s  a l s o  a f a i r l y  w i d e s p r e a d  view t h a t  t h e  s u b j e c t  
m a t t e r  o f  t e c h n o l o g y  i s  how t h i n g s  a r e  done  o r  made, a n d  t h a t  t h e  
m e an in g  a n d  e n d  o f  t e c h n o l o g y  a r e  i n  m a n ' s  m a s t e r y  o f  h i s  n a t u r a l  
e n v i r o n m e n t . 2 The human d i m e n s i o n  o f  t e c h n o l o g y ,  h o w e v e r ,  c a n  be 
a c h i e v e d  o n ly  when we t h i n k  o f  i t  a s  p a r t  o f  t h e  human e n d e a v o r  
w i t h  p h y s i c a l  o b j e c t s  t o  s e r v e  human p u r p o s e s .  More t h a n  t h e  
mere  o r g a n i z a t i o n  o f  t h i n g s  s u c h  a s  t o o l s ,  p r o c e s s e s ,  a n d  p r o d u c t s ,  
t e c h n o l o g y ' s  m a j o r  theme c e n t e r s  a r o u n d  human w o r k —more s p e c i ­
f i c a l l y ,  t h e  human a c t i v i t y  by w h ich  roan a l t e r s  h i s  b i o l o g i c a l  
c a p a c i t y .  I t  i s  t h r o u g h  t e c h n o l o g y  t h a t  man p u s h e s  b a c k  t h e  l i m i ­
t a t i o n s  o f  t h e  b i o l o g i c a l  law w h ic h  condemns  a l l  o t h e r  a n i m a l s  t o
*K enne th  B. B o u l d i n g ,  " T e c h n o l o g y  a n d  t h e  L o v e - H a t e  
S y s t e m , "  C olum bia  J o u r n a 1 o f  W o r ld  B u s i n e s s .  I l l  ( J a n u a r y - F e b r u a r y ,  
1 9 0 8 ) ,  4 2 .
2C h a r l e s  S i n g e r ,  B. J .  H o lm y a rd ,  a n d  A. R. H a l l ,  " P r e f a c e , "  
i n  From E a r l y  Times  t o  F a l l  o f  A n c i e n t  E m p i r e s .  V o l .  I  o f  A H i s t o r y  
o f  T e c h n o l o g y ,  e d .  by C h a r l e s  S i n g e r ,  E .  J .  Ho lm yard  and  A, R . H a l l  
( 5  v o l s . ;  O x f o r d ,  E n g l a n d :  C l a r e n d o n  P r e s s ,  1 9 5 4 ) ,  p .  v i i .
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d e v o t e  t h e i r  l i f e t i m e  an d  e n e r g y  t o  k e e p i n g  t h e m s e l v e s  a l i v e . ^
I f  we view t e c h n o l o g y  a s  t h e  o r g a n i z a t i o n  o f  human work  
f o r  t h e  a c h i e v e m e n t  o f  human p u r p o s e s ,  t h a t  i s ,  i n  i t s  s o c i e t a l  
c o n t e x t ,  we can  b e s t  s e e  t h e  e x t e n t  an d  v a r i e t y  o f  i t s  e f f e c t s  
on o u r  i n s t i t u t i o n s  a n d  v a l u e s .  I t s  p e r v a s i v e  i n f l u e n c e  on our 
l i v e s  and  c u l t u r e  w ou ld  be u n i n t e l l i g i b l e  i f  t e c h n o l o g y  w e re  t o  
be u n d e r s t o o d  a s  no  more t h a n  mere  m a c h i n e s .  A g i v e n  t e c h n o l o g y  
im p o se s  c e r t a i n  s o c i a l  and  p o l i t i c a l  c h a r a c t e r i s t i c s  upon t h e  
s o c i e t y  i n  w h ic h  i t  i s  f o u n d .  T h u s ,  t h e r e  m u s t  be some k in d  o f  
e q u i l i b r i u m  b e tw e e n  man a n d  h i s  a r t i f a c t s - - w h e t h e r  s t o n e  t o o l s  
o r  c o m p u t e r s - - t o  p r e s e r v e  a w i d e r  e c o l o g i c a l  b a l a n c e .  O t h e r w i s e ,  
n a n  and  h i s  a r t i f a c t s  c o u l d  e x p a n d  i n d e f i n i t e l y ,  much i n  t h e  same 
manner  t h a t  t h e  human p o p u l a t i o n  h a s  e x p a n d e d  s o  p e r s i s t e n t l y  
o v e r  t h e  c o u r s e  o f  h i s t o r y  w i t h o u t  s h o w in g  any  s i g n  o f  r e a c h i n g  
an e q u i l i b r i u m . -
F i g u r e  1 shows t h a t  man a t  some l e v e l  o f  h i s  p o p u l a t i o n ,  
s u c h  a s  OA, c r e a t e s  a r t i f a c t s  e q u a l  t o  AB. w h ic h  t h e n  p e r m i t s  a
^ D r u c k e r ,  T e c h n o l o g y ,  Management S o c i e t y ,  p p .  4 5 - 4 0 .  
D r u c k e r  f u r t h e r  s u g g e s t s  t h a t  t h e  p u r p o s e  o f  t e c h n o l o g y  w ould  
t h u s  be  t o  overcom e m a n ' s  own n a t u r a l ,  i . e . ,  a n i m a l ,  l i m i t a t i o n s .  
F o r  i n s t a n c e ,  i t  e n a b l e s  man, a l a n d - b o u n d  b i p e d ,  w i t h o u t  g i l l s ,  
f i n s ,  o r  w i n g s ,  t o  be  a t  home i n  t h e  w a t e r  or  i n  t h e  a i r .  Above 
a l l ,  i t  e n a b l e s  him t o  p u s h  h i s  l i f e  s p a n  f r o m  h i s  " n a t u r a l ” 
t w e n t y  y e a r s  or  s o  t o  t h r e e s c o r e  y e a r s  and  t e n .  These  and  o t h e r  
t e c h n o l o g i c a l  d e v e l o p m e n t s  o f  man h a v e ,  o f  c o u r s e ,  had  a n  i m p a c t  
on h i s  n a t u r a l  e n v i r o n m e n t .  But  w h a t  r e a l l y  m a t t e r s  i s  t h a t  
t h e y  a l t e r  m a n ' s  b i o l o g i c a l  c a p a c i t y — and  n o t  t h r o u g h  t h e  random 
g e n e t i c  m u t a t i o n  o f  b i o l o g i c a l  e v o l u t i o n  b u t  t h r o u g h  t h e  p u r ­
p o s e f u l  n o n o r g a n i c  d e v e l o p m e n t  we c a l l  t e c h n o l o g y .  I b i d .
^ K e n n e t h  E .  B o u l d i n g ,  E conom ics  a s  a_ S c i e n c e  (New Y ork :  
M c G ra w -H i l l  Book Company, 1 9 7 0 ) ,  p p .  2 8 - 2 9 .
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l a r g e r  human p o p u l a t i o n ,  OC, w h i c h ,  i n  t u r n ,  c r e a t e s  a s t i l l  
l a r g e r  q u a n t i t y  o f  a r t i f a c t s ,  CD, and  s o  o n .  As lo n g  a s  t h e  
a r t i f a c t  c u r v e  l i e s  above  t h e  man c u r v e ,  t h e  s y s t e m  l e a d s  t o  
c o n s t a n t l y  i n c r e a s i n g  p o p u l a t i o n s  o f  b o t h  w i t h o u t  any  e q u i l i b r i u m .  
I f  t h e r e  i s  t o  be an  e q u i l i b r i u m ,  f o r  i n s t a n c e  a t  £ ,  t h e  c u r v e s  
m us t  c o n v e r g e  e i t h e r  t h r o u g h  m a n ' s  a r t i f a c t s  becom ing  l e s s  c o n ­
d u c i v e  t o  h i s  i n c r e a s e ,  a s  i n  t h e  c a s e  o f  t h e  d e v e l o p m e n t  o f  
n u c l e a r  weapons  and  p o l l u t i o n ,  o r  t h r o u g h  t h e  e a r t h  r e a c h i n g  s u c h  
an  o v e r c r o w d e d  c o n d i t i o n  t h a t  man becomes d i s o r g a n i z e d  an d  l o s e s  
h i s  c a p a c i t y  f o r  m ak ing  f u r t h e r  a r t i f a c t s .  S u ch  a r e  t h e  d y n a m ic s  
o f  man, h i s  a r t i f a c t s ,  an d  t h e  l a r g e r  s o c i e t a l  o r d e r . *
D w e l l i n g  on t h e s e  d y n a m i c s ,  Marx s u g g e s t e d  t h a t  a c e r t a i n
rande o f  p r o d u c t i o n ,  or  i n d u s t r i a l  s t a g e ,  i s  a l w a y s  com bined  w i t h
a c e r t a i n  mode o f  c o o p e r a t i o n ,  o r  s o c i a l  s t a g e .  I n  a c q u i r i n g  new 
p r o d u c t i v e  f o r c e s  men c h a n g e  t h e i r  mode o f  p r o d u c t i o n ,  and  i n  
c h a n g i n g  t h e i r  mode o f  p r o d u c t i o n  t h e y  c h a n g e  t h e i r  way o f  l i v i n g ,  
t h a t  i s ,  t h e y  c h a n g e  a l l  t h e i r  s o c i a l  r e l a t i o n s .  T h u s ,  " t h e  h a n d -  
m i l l  g i v e s  you s o c i e t y  w i t h  t h e  f e u d a l  l o r d ;  t h e  s t e a m - m i l l ,  
s o c i e t y  w i t h  t h e  i n d u s t r i a l  c a p i t a  l i s t .
1I b i d .
■^Karl Marx,  The German I d e o l o g y ,  e d .  by C. J .  A r t h u r  (New
Y o rk :  I n t e r n a t i o n a l  P u b l i s h e r s  Company, 1 9 7 0 ) ,  p .  18 .  M a r x ' s
b a s i c  them e was t h a t  t h e  t e c h n o l o g i c a l  c o n d i t i o n s  o f  p r o d u c t i o n  
i n e v i t a b l y  d e t e r m i n e d  t h e  p a t t e r n s  o f  s o c i e t y ,  an d  t h a t  a s  t h e s e  
t e c h n o l o g i c a l  c o n d i t i o n s  o f  p r o d u c t i o n  c h a n g e d ,  f e u d a l i s m  i n e v i ­
t a b l y  gave  p l a c e  t o  c a p i t a l i s m ,  and  c a p i t a l i s m  i n  i t s  t u r n  w o u ld  
i n e v i t a b l y  g i v e  p l a c e  t o  s o c i a l i s m .  S e e  R o b e r t  L.  H e i l b r o n e r ,
"Do M ach in es  Make H i s t o r y , "  T e c h n o lo g y  and  C u l t u r e .  8 ( J u l y ,  19t>7), 
3 3 5 - 3 4 5 ;  and  James  E .  Meade,  " I s  t h e  New I n d u s t r i a l  S t a t e  I n e v i ­
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B. A B r i e f  Review o f  t h e  L i t e r a t u r e 1 
Many s o c i a l  s c i e n t i s t s  h ave  a t t e m p t e d  t o  c h a r a c t e r i z e  t h e  
e m e r g e n t  A m e r ic an  s o c i a l  o r d e r  w i t h  e x p l i c i t  a t t e n t i o n  d i r e c t e d  
t o  i t s  h e a v y  t e c h n o l o g i c a l  o r i e n t a t i o n .  They view t h e  f u t u r e  
Am er ica  a s  a new c i v i l i z a t i o n  b a s e d  on t e c h n o l o g y  a s  a s i n g l e  i n ­
t e g r a t i n g  f a c t o r ,  much a s  some p a s t  c i v i l i z a t i o n s  were  i n t e g r a t e d  
a r o u n d  f e u d a l i s m ,  o r  s u c h  i d e a s  a s  c a p i t a l i s m  or  l i b e r a l i s m . ^
B e l l  s p e a k s  o f  a " p o s t - i n d u s t r i a l  s o c i e t y , "  where  t h e  
economy i s  l a r g e l y  b a s e d  on s e r v i c e ,  t h e  p r o f e s s i o n a l  and  t e c h n i ­
c a l  c l a s s e s  d o m i n a t e ,  t h e o r e t i c a l  know ledge  i s  c e n t r a l ,  a n d  i n ­
t e l l e c t u a l  t e c h n o l o g y  i s  h i g h l y  d e v e l o p e d  an d  c a p a b l e  o f  s e l f -
3
s u s t a i n i n g  g r o w t h .  B r z e z i n s k i  d e s c r i b e s  e s s e n t i a l l y  t h e  same
1The f o l l o w i n g  s o u r c e s  w ere  p a r t i c u l a r l y  u s e f u l  i n  d e ­
v e l o p i n g  t h i s  s e c t i o n :  D a n i e l  B e l l ,  "The P o s t - I n d u s t r i a l  S o c i e t y :
The E v o l u t i o n  o f  a n  I d e a , "  S u r v e y .  17 ( S p r i n g ,  1 9 7 1 ) ,  1 0 2 -1 0 8 ;
V i c t o r  C . F e r k i s s ,  T e c h n o l o q i c a 1 Man: The Myth and  R e a l i t y  (New
Y ork :  G eorge  B r a z z i l l e r  & C o . ,  1 9 0 9 ) ,  c h .  1; W en d e l l  B e l l  and
James A. Mau, e d s . .  The S o c i o l o g y  o f  t h e  F u t u r e  (New Y ork :  R u s s e l l
Sage  F o u n d a t i o n ,  1 9 7 1 ) ;  M i c h a e l  M a r i e n ,  e d . ,  The Hot L i s t  D e l p h i :
An E x p l o r a t o r y  S u r v e y  o f  E s s e n t i a  1 R e a d i n g  f o r  t h e  F u t u r e  ( S y r a ­
c u s e ,  N. Y . :  S y r a c u s e  U n i v e r s i t y  R e s e a r c h  C o r p o r a t i o n ,  1 9 7 2 ) ;  and
Lorna  M. D a n i e l s ,  c o m p i l e r ,  B u s i n e s s  F o r e c a s t i n g  f o r  t h e  1970* s :
A_ S e l e c t e d .  A n n o t a t e d  B i b l i o g r a p h y  ( B o s t o n :  Baker  L i b r a r y ,  G r a d u ­
a t e  S c h o o l  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  H a r v a r d  U n i v e r s i t y ,  1 9 7 0 ) .
^ T h e r e  a r e  some charms o f  s i m p l i c i t y  a s  w e l l  a s  t h e  s h o r t ­
com ings  o f  s i m p l e m i n d e d n e s s  i n  e x p l a i n i n g  t h e  l a r g e r  s o c i e t a l  
p r o c e s s e s  t h r o u g h  a s i n g l e  phenomenon .  Y e t ,  a s  K a p la n  p o i n t s  o u t ,  
e v e n  t h e s e  s i m p l i s m s  may make s c i e n t i f i c a l l y  s i g n i f i c a n t  c o n t r i b u ­
t i o n s ,  "As Marx d i d  i n  g i v i n g  e c o n o m i c  f a c t o r s  s o  p r o m i n e n t  a 
r o l e ;  o r  a s  S p e n g l a r  d i d  i n  c o u n t e r i n g  t h e  p a r o c h i a l i s m  o f  i d e n t i ­
f y i n g  h i s t o r y  w i t h  t h e  d e v e l o p m e n t  o f  our  own c u l t u r e .  . . . "  S e e  
Abraham K a p l a n ,  The C o n d u c t  o f  I n q u i r y : M e th o d o lo g y  f o r  B e h a v i o r a 1
S c i e n c e  (S an  F r a n c i s c o :  C h a n d l e r  P u b l i s h i n g  Company, 1 9 9 4 ) ,  p .  3 9 9 .
3 B e l l ,  "The  P o s t - I n d u s t r i a l  S o c i e t y , "  p p .  1 0 2 - 1 9 8 .  D a n i e l  
B e l l ,  more t h a n  an y o n e  e l s e ,  h a s  done  much o f  t h e  p i o n e e r i n g  work  
on t h e  s u b j e c t  o f  t h e  p o s t - i n d u s t r i a l  s o c i e t y .  I n  t h i s  i n q u i r y .
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phenomenon which he r e f e r s  t o  as a " te c h n e tr o n ic  s o c i e t y , "  but  
he puts heavy emphasis on advanced communications and e l e c t r o n i c s  
when d i s c u s s i n g  te c h n o lo g y .  For B r z e z in s k i ,  advanced communica­
t io n s  and e l e c t r o n i c s  are i n c r e a s in g ly  becoming th e  d eterm in an ts  
o f  s o c i a l  change, a l t e r i n g  th e  m ores, s o c i a l  s t r u c t u r e ,  v a lu e s ,  
and g lo b a l  o u t lo o k  o f  the s o c i e t y . 1 In the same v e in ,  McLuhan 
r e f e r s  t o  a " g lo b a l  v i l l a g e , "  a new c i v i l i z a t i o n  based  on a 
s i n g l e  a s p e c t  o f  te c h n o lo g y :  th e  new e l e c t r o n i c  media w hich ,
he h o ld s ,  c o n s t i t u t e s  n o t m erely  new methods o f  communication  
but a t o t a l l y  new environm ent th a t  w i l l  r a d i c a l l y  a l t e r  e v e r y th in g  
from p o l i t i c s  t o  s e x u a l  b e h a v io r .
A ccording t o  E t z i o n i ,  we are in  a "post-modern e r a ."  For 
him, the modern p er io d  ended w ith  the r a d ic a l  tr a n sfo r m a t io n  o f  
th e  t e c h n o lo g ie s  o f  com munication, knowledge, and en ergy  f o l lo w in g  
th e  Second World War. The post-m odern p er iod  w i l l  w i tn e s s  e i t h e r
I have h e a v i ly  r e l i e d  on and e x t e n s i v e l y  drawn from h is  work in  
d e v e lo p in g  th e  theme o f  p o s t - i n d u s t r i a l i s m .  From th e  l i t e r a t u r e  
i t  seems th a t  David Riesman was perhaps th e  f i r s t  (1 9 5 8 )  t o  c o in  
the phrase " p o e t - i n d u s t r i a l  s o c i e t y , "  which he used  t o  connote  
l e i s u r e  as  opposed to  work. However, he d id  n o t  su b se q u e n tly  
fo l lo w - u p  th e  theme or p h ra se .  See David Riesman, " L eisu re  and 
Work in  P o s t - I n d u s t r i a l  S o c i e t y ,"  The T e c h n o lo q ic a 1 T h reat ,  e d .  
by D o u g la s ,  pp. 7 7 -9 1 .  S in c e  th e  p r e s e n t  in q u ir y  e s s e n t i a l l y  
f o l lo w s  B e l l ' s  a n a l y s i s  in  d e s c r ib in g  th e  em ergent p o s t - i n d u s t r i a l  
s o c i a l  o rd er , i t  a l s o  u se s  h i s  term , "the p o s t - i n d u s t r i a l  s o c i e t y . "  
As can be s e e n  in  t h i s  s e c t i o n ,  however, th e r e  have been s e v e r a l  
other a ttem p ts  t o  d e s c r ib e  and name th e  emergent s o c i a l  order as  
viewed from d i f f e r e n t  vantage p o i n t s .
^ B r z e z in sk i ,  Bstween Two A ges. P t .  1.
^M arshall McLuhan, U nderstanding Media: The Extensions o f  
Man (New York: N a t io n a l  American L ib ra ry ,  19b4),
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a g r e a t e r  t h r e a t  t o  t h e  s t a t u s  o f  v a l u e s  by s u r g i n g  t e c h n o l o g i e s  
o r  a r e a s s e r t i o n  o f  t h e i r  n o r m a t i v e  p r i o r i t y .  Which a l t e r n a t i v e  
p r e v a i l s  w i l l  d e t e r m i n e  w h e t h e r  s o c i e t y  i s  t o  be  a s e r v a n t  o r  
t h e  m a s t e r  o f  t h e  i n s t r u m e n t  i t  c r e a t e s . 1
F o r  D a h r e n d o r f ,  h o w e v e r ,  we a r e  l i v i n g  i n  a " p o s t ­
c a p i t a l i s t  s o c i e t y "  w here  a u t h o r i t y ,  n o t  o w n e r s h i p ,  c o u n t s .  W ith  
t h e  d i m i n u t i o n  i n  t h e  l e g a l  o w n e r s h i p  o f  t h e  means o f  p r o d u c t i o n ,  
t h e r e  i s ,  i n  c o n s e q u e n c e ,  a b r e a k  b e t w e e n  t h e  e c o n o m ic  and  p o l i t i ­
c a l  o r d e r s .  I t  i s  a p o s t - c a p i t a l i s t  s o c i e t y ,  b e c a u s e  r e l a t i o n  t o  
t h e  i n s t r u m e n t s  o f  p r o d u c t i o n  no l o n g e r  d e c i d e s  t h e  d o m in a n c e  or 
p r i v i l e g e  i n  s o c i e t y . ^  S i m i l a r l y ,  t o  L i c h t h e i m ,  c o n t e m p o r a r y  
s o c i e t y  i s  i n c r e a s i n g l y  " p o s t - b o u r g e o i s , "  i n  w h ic h  t h e  n i n e t e e n t h
c e n t u r y  c l a s s - s t r u c t u r e  i s  b e i n g  d i s s o l v e d  a l o n g  w i t h  t h e  i n s t i -
3
t u t i o n  o f  p r i v a t e  e n t r e p r e n e u r s h i p  on w h ic h  i t  was p i v o t e d .
B o u l d i n g  p e r c e i v e s  t h e  p r e s e n t  age  o f  human c i v i l i z a t i o n  
a s  a " r a t h e r  d e p l o r a b l e  i n t e r l u d e  i n  t h e  s t a t e  o f  man c h a r a c t e r i z e d  
by e x p l o i t a t i o n ,  w a r ,  p o v e r t y ,  l a r g e - s c a l e  m i s e r y ,  a s  w e l l  a s  by 
o c c a s i o n a l  p e a k s  o f  a r t i s t i c  a c h i e v e m e n t . " ^  For  h im ,  we a r e  a t  
t h e  s t a r t  o f  a " p o s t - c i v i l i z e d  e r a "  whose d i s t i n c t i v e
l A m i t a i  B t z i o n i ,  The A c t i v e  S o c i e t y ; The T h e o ry  o f  
S o c i e t a l  an d  P o l i t i c a l  P r o c e s s e s  (New Y ork ;  F r e e  P r e s s ,  19C 8) .
^ R a l f  D a h r e n d o r f ,  C l a s s  a n d  C l a s s - C o n f l i c t s  i n  an  I n d u s ­
t r i a l  S o c i e t y  ( P a l o  A l t o ,  C a l i f . :  S t a n f o r d  U n i v e r s i t y  P r e s s ,
1 9 5 9 ) .
^George  L i c h t h e i m ,  The New E u r o p e : Today a n d  Tomorrow
(New Y ork :  P r a e g e r  P u b l i s h e r s ,  1 9 o 3 ) .
^ B o u l d i n g ,  E conom ics  a s  â  S c i e n c e ,  p .  150 .
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c h a r a c t e r i s t i c  i s  t h e  c o n s c i o u s n e s s  o f  t h e  s p h e r e  o f  kn o w led g e  
a s  t h e  p r o m i s e  f o r  s o c i a l  d i r e c t i o n ,  a n d  t h e  a c h i e v e m e n t  o f  
s o c i a l ,  a s  a g a i n s t  i n d i v i d u a l ,  s e l f - c o n s c i o u s n e s s .
G a l b r a i t h  s u g g e s t s  t h a t  t h e  e c o n o m ic  an d  p o l i t i c a l  c o n ­
s e q u e n c e s  o f  t h e  new o r d e r ,  w h ic h  he c a l l s  " t h e  new i n d u s t r i a l  
s t a t e , "  a r e  d e p e n d e n t  upon  t h e  i m p e r a t i v e s  o f  t e c h n o l o g y .  He 
a s s e r t s  t h a t  t h e  r i s e  o f  t e c h n o l o g y  a n d  t h e  " t e c h n o s t r u c t u r e " - -  
t h e  s c i e n t i f i c  and  t e c h n o l o g i c a l  c l a s s - - a r e  p u t t i n g  a n  e n d  t o  
t h e  t r a d i t i o n a l  p r i v a t e  c a p i t a l i s m . ^
K e n i s t o n  f i n d s  t h e  key  t o  t h e  a l i e n a t i o n  o f  many o f  t o ­
d a y ' s  b r i g h t e s t  y o u t h  i n  t h e i r  i n a b i l i t y  t o  m ee t  t h e  demands  of  
t h e  e g o  i n  t h e  c o n t e m p o r a r y  m i l i e u  w h ic h  he  c a l l s  " t h e  t e c h n o l o g i ­
c a l  s o c i e t y . " ^  I n  s u c h  a s o c i e t y ,  E l l u l  c o n c l u d e s ,  t e c h n o l o g y  p e r  
s e  w i l l  d e t e r m i n e  t h e  f u t u r e ,  b e c a u s e  t e c h n o l o g y  i s  no  l o n g e r  an  
i n s t r u m e n t  f o r  p r e e x i s t i n g  human p u r p o s e s ,  b u t  p e r h a p s  h a s  become 
an  e n d  i n  i t s e l f ,  c o n t r o l l i n g  b o t h  men and  t h e i r  s o c i e t y . 4
1T h i s  a r g u m e n t  i s  e x p a n d e d  i n  K e n n e th  B. B o u l d i n g ,  The 
Meaning o f  t h e  T w e n t i e t h  C e n t u r y : The G r e a t  T r a n s i t i o n  (New
Y ork :  H a r p e r  & Row, P u b l i s h e r s ,  1 9 0 4 ) .
^ J o h n  K e n n e t h  G a l b r a i t h ,  The New I n d u s t r i a l  S t a t e  (New 
Y ork :  New A m e r ic an  L i b r a r y ,  1 9 o 7 ) .
^ K e n n e t h  K e n i s t o n ,  " S o c i a l  Change an d  Y outh  i n  A m e r i c a , "  
*n C h a l l e n g e  o f  Y o u th ,  e d .  by E r i k  H. E r i k s o n  (New York:
D o u b le d a y  & Company, I n c . ,  1 9 0 5 ) ,  p p .  1 9 1 - 2 2 2 .
4J a c q u e s  E l l u l ,  The T e c h n o l o g i c a l  S o c i e t y  (New York :  
A l f r e d  A. K n o p f ,  1 9 o 4 ) . B e s i d e s  t h o s e  d i s c u s s e d  h e r e ,  many o t h e r  
a u t h o r s  h a v e  a t t e m p t e d  t o  d e s c r i b e  a n d  name t h e  i n t e r r e g n u m  i n  
w h i c h ,  s e e m i n g l y ,  we a r e  now m o v in g :  Herman Kahn ( " p o s t -
e c o n o m i c " ) ,  R o d e r i c k  S e i d e n b e r g  ( " p o s t - h i s t o r y " ) ,  S i r  G e o f f e r y  
V i c k e r s  ( " p o s t - l i b e r a l " ) ,  Tom B urns  ( " p o s t - m a r k e t " ) ,  A. N. E i s e n -  
s t a d t  ( " p o s t - t r a d i t i o n a l " ) ,  G id e o n  S j o b e r g  ( " p o s t - w e  I f  a r e "  ) ,  e t c .  
S e e  " C u r r e n t  R e a d i n g , "  The P u b l i c  I n t e r e s t .  Summer 1971,  p p .  1 0 8 -  
109 .
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C. N a t u r e  o f  and  Need f o r  T h i s  I n q u i r y  
F o r  s o n e ,  much o f  t h e  a c c o u n t i n g  f u n c t i o n - - g e n e r a l l y  
u n d e r s t o o d  a s  a p r o c e s s  o f  m e a s u r e m e n t  an d  c o m m u n i c a t i o n  o f  
e c o n o m ic  i n f o r m a t i o n - - i s  q u i t e  s u s p e c t .  F o r  e x a m p l e ,  B o u l d i n g  
t h i n k s  t h a t  t h e  a c c o u n t i n g  f u n c t i o n  i s  e s s e n t i a l l y  a n  i m p o s s i b l e  
t a s k  b e c a u s e  i n  i t s  v a l u a t i o n  p r o c e d u r e ,  w h i c h ,  a c c o r d i n g  t o  
B o u l d i n g ,  i s  t h e  v e r y  h e a r t  o f  a c c o u n t i n g ,  i t  i s  i n v o l v e d  i n  t h e  
r e d u c t i o n  o f  a m u l t i d i m e n s i o n a l  r e a l i t y  t o  a  o n e - d i m e n s i o n a 1 
f i g u r e  on t h e  b a s i s  o f  kno w led g e  a b o u t  t h e  f u t u r e .  F a i l i n g  t o  
a c h i e v e  t h i s ,  a c c o u n t i n g  s l i d e s  i n t o  r i t u a l s  w h ic h  a r e  a l w a y s  t h e  
p r o p e r  r e s p o n s e  when a man h a s  t o  g i v e  a n  a n s w e r  t o  a q u e s t i o n ,  
t h e  a n s w e r  t o  w h i c h  h e  c a n n o t  r e a l l y  know. ^
^ K e n n e th  E .  B o u l d i n g ,  "E c o n o m ic s  a n d  A c c o u n t i n g :  The Un­
c o n g e n i a l  T w i n s , "  i n  C o n t e m p o r a r y  A c c o u n t i n g  a n d  I t s  E n v i r o n m e n t .  
e d .  by  J o h n  W. B u c k l e y  ( B e l m o n t ,  C a l i f . :  D i c k e n s o n  P u b l i s h i n g
Company, 1 9 0 9 ) ,  p p .  2 7 0 - 2 8 8 .  A l s o ,  s e e  W. T.  B a x t e r ,  " A c c o u n t i n g  
V a l u e s :  S a l e  P r i c e  V e r s u s  R e p l a c e m e n t  C o s t , "  J o u r n a 1 o f  A c c o u n t ­
i n g  R e s e a r c h .  V (Autumn,  1 9 o 7 ) ,  2 1 4 .  I t  s h o u l d  be  n o t e d ,  h o w e v e r ,  
t h a t  f o r  B o u l d i n g  v a l u a t i o n  i s  a n  e s s e n t i a l l y  " p r e s e n t "  p r o c e s s  
a r i s i n g  o u t  o f _ t h e  o p i n i o n s ,  b e l i e f s ,  a n d  s e n t i m e n t s  o f  t h e  owners  
o f  p h y s i c a l  c a p i t a l  ( i n c l u d i n g  money) o p e r a t i n g  on  t h e  s t o c k s  o f  
t h e  v a r i o u s  f o r m s  o f  p h y s i c a l  c a p i t a l  a c t u a l l y  i n  e x i s t e n c e  a t  t h e  
moment o f  v a l u a t i o n .  S e e  K e n n e th  E .  B o u l d i n g ,  A_ R e c o n s t r u c t i o n  o f  
E conom ics  (New Y o rk :  J o h n  W i l e y  & S o n s ,  I n c . ,  1 9 5 0 ) ,  p .  1 9 4 .
L i k e w i s e ,  C ham bers  a l s o  s u g g e s t s  t h a t  a l t h o u g h  e n t i r e l y  s u b j e c t i v e  
a n d  a lw a y s  t e m p o r a l ,  v a l u a t i o n  i s  n o n e t h e l e s s  n e c e s s a r y ,  f o r  i t  i s  
t h e  o n l y  a l t e r n a t i v e  t o  c h o o s i n g  a t  r a n d o m .  I t  p r o v i d e s  a n  u n d e r ­
s t a n d i n g  o f  t h e  r e l a t i o n s h i p s  b e t w e e n  a c t i o n s  a n d  t h e i r  c o n s e ­
q u e n c e s  i n  a n  e n v i r o n m e n t  o f  a c t i o n .  S e e  Raymond J .  C h a m b e r s ,  
A c c o u n t i n g .  E v a l u a t i o n  an d  E conom ic  B e h a v i o r .  P r e n t i c e - H a l l  I n t e r ­
n a t i o n a l  S e r i e s  i n  Management (E n g lew o o d  C l i f f s ,  N. J . :  P r e n t i c e -
H a l l ,  I n c . ,  19b&),  p p .  4 2 - 4 3 .  B o u l d i n g  h a s  r e i t e r a t e d  t h e  same 
p o i n t  e l s e w h e r e ,  a r g u i n g  t h a t  t h e  i m p o s s i b i l i t y  o f  t h e  a c c o u n t a n t ' s  
f u n c t i o n  i s  d e r i v e d  f r o m  t h e  f a c t  t h a t  i n f o r m a t i o n  a b o u t  t h e  f u ­
t u r e  w h ic h  he  n e e d s  i s  i n a c c e s s i b l e .  T h u s ,  w h a t  a p p a r e n t l y  l o o k s  
l i k e  a r a t i o n a l  a c t i v i t y  ( a c c o u n t i n g )  t u r n s  o u t  u p o n  e x a m i n a t i o n  
t o  h ave  l a r g e  e l e m e n t s  o f  r i t u a l s  w i t h i n  i t .  S e e  K e n n e th  B. 
B o u l d i n g ,  C o n f l i c t  an d  D e f e n s e : A_ G e n e r a l  T h e o r y .  H a r p e r  T o r c h -
b o o k s  (New Y o rk :  H a r p e r  & Row, P u b l i s h e r s ,  1 9 0 3 ) ,  p .  9 5 .  How­
e v e r ,  B o u l d i n g  a l s o  p o i n t s  o u t  t h a t  n o b o d y  h a s  y e t  d e v e l o p e d  a n
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The d i lemma o f  a c c o u n t i n g  i n  r e l a t i o n  t o  i t s  b a s i c  f u n c ­
t i o n  i s  o b v i o u s ,  a s  v e r i f i e d  by  t h e  e x t e n s i v e  c o n t r o v e r s i e s  among 
a c c o u n t a n t s  r e g a r d i n g  t h e  a im s  an d  p r i n c i p l e s  o f  t h e i r  a r t ,  p a r ­
t i c u l a r l y  s i n c e  t h e s e  c o n t r o v e r s i e s  a r e  r e v i v e d  f r o m  t i m e  t o  
t i m e . 1 Many o f  t h e s e  d e b a t e s  a r e  i n  e s s e n c e  d i s a g r e e m e n t s  o v e r  
w ha t  t h e  s u b j e c t  m a t t e r  o f  a c c o u n t i n g  o u g h t  t o  b e ,  s i n c e  t h i s  h a s  
n o t  y e t  b e e n  d e c i d e d .  Thus S t e r l i n g  a s k s :
S h o u l d  t h e  s u b j e c t  m a t t e r  be  c o s t s  or v a l u e s  o r  i n ­
f o r m a t i o n ?  S h o u l d  we f o c u s  on d e c i s i o n  m ak er s  o r  on 
d e c i s i o n  m o d e l s ?  S h o u l d  we s t u d y  t h e  r e a c t i o n s  o f  
i n d i v i d u a l s  o r  t h e i r  r e a c t i o n s  a g g r e g a t e d  by t h e  
m a r k e t ?  S h o u l d  we s u p p l y  i n f o r m a t i o n  r e l e v a n t  t o  
d e c i s i o n s  o r  c o n f i n e  o u r s e l v e s  t o  t h e  s t e w a r d s h i p  
f u n c t i o n ? ^
F u r t h e r ,  s i n c e  we do  n o t  know how s u c h  q u e s t i o n s  w i l l  be  r e s o l v e d  
o r  w h ic h  r e s e a r c h  m ethod  w i l l  c o n t r i b u t e  t o  t h e i r  r e s o l u t i o n .  
S t e r l i n g  s u g g e s t s  t h a t  "we m us t  t o l e r a t e ,  i f  n o t  e n c o u r a g e ,  a 
v a r i e t y  o f  r e s e a r c h  q u e s t i o n s  f ro m  a v a r i e t y  o f  d i s c i p l i n e s
a d e q u a t e  t h e o r y  o f  i n f o r m a t i o n  c o l l e c t i o n  and  p r o c e s s i n g  f r o m  t h e  
p o i n t  o f  v iew  o f  t h e  d e c i s i o n - m a k i n g  p r o c e s s .  When t h i s  i s  d o n e ,  
h e  s u g g e s t s ,  b o t h  a c c o u n t i n g  and  e c o n o m i c s  may l o s e  t h e i r  l i f e  
i n  a l a r g e r  s c i e n c e  an d  a l a r g e r  p r o c e s s .  S e e  B o u l d i n g ,  "Econom­
i c s  an d  A c c o u n t i n g , "  p p .  2 8 7 - 2 8 8 .  D a h l  and  L indb lom  a l s o  s i m i l a r ­
l y  n o t e  t h a t  d e c i s i o n - r e l e v a n t  i n f o r m a t i o n  c o n c e r n i n g  t h e  f u t u r e  
i n  m os t  a r e a s  i s  n o t  a v a i l a b l e  now a n d  may n o t  be  f o r  d e c a d e s  or  
c e n t u r i e s ,  and  t h a t ,  e v e n  i f  i t  w e re  a v a i l a b l e ,  i t  i s  u n l i k e l y  
t h a t  t h e  o b s t a c l e s  i n  t h e  way o f  a r t i c u l a t i n g  and  c o d i n g  s u c h  i n ­
f o r m a t i o n  c a n  e v e r  be  f u l l y  o v e rc o m e .  S e e  D ah l  and  L in d b lo m ,  
P o l i t i c s ,  E c o n o m ic s ,  and  W e l f a r e ,  p .  7 7 .
^C ham bers ,  A c c o u n t i n g ,  Eva l u a t i o n  a n d  Econom ic  Be ha v i  o r ,
P .  9 .
^ R o b e r t  R. S t e r l i n g ,  " I n t r o d u c t i o n , "  i n  R e p o r t  o f  t h e  
C o m m it tee  on R e s e a r c h  M e th o d o l o g y .  R o b e r t  R. S t e r l i n g ,  c h a i r m a n ,  
a v a i l a b l e  i n  The A c c o u n t i n g  R ev iew ,  S u p p l e m e n t ,  XLVII ( 1 9 7 2 ) ,
4 0 5 .  A l s o ,  s e e  Cham bers ,  A c c o u n t i n g .  E v a l u a t i o n  a n d  Econom ic  
B e h a v i o r ,  p p .  3 4 1 - 3 5 7 .
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u t i l i z i n g  a v a r i e t y  o f  m e th o d s  by  a v a r i e t y  o f  s p e c i a l i s t s . " *
T h i s  i n q u i r y  i s  an  a t t e m p t  t o  p r o v i d e  a c o n c e p t u a l  f r a m e ­
w o r k ,  i n  t h e  p e r s p e c t i v e  o f  w h ich  some o f  t h e s e  q u e s t i o n s  c a n  be  
r e s o l v e d  a s  t h e y  r e l a t e  t o  t h e  f u t u r e  a c c o u n t i n g  f u n c t i o n .  I n  
p a r t i c u l a r ,  i t  i s  a n  a t t e m p t  t o  p r o v i d e  a p r o f i l e  o f  t h e  s o c i o ­
e c o n o m i c  s c a f f o l d i n g  w i t h i n  w h ic h  t h e  a c c o u n t i n g  f u n c t i o n  w i l l  be 
p e r f o r m e d  i n  t h e  e m e r g e n t  p o s t - i n d u s t r i a l  o r d e r .  I t  w i l l  e n d e a v o r  
t o  d e l i n e a t e  how t h e  a c c o u n t i n g  f u n c t i o n  i n t e g r a t e s  w i t h i n  t h e  
t o t a l  p o s t - i n d u s t r i a l  s o c i e t a l  p r o c e s s .  The i n q u i r y  w i l l  d e a l  
w i t h  t h e  e f f e c t  o f  t e c h n o l o g y  i n  d e t e r m i n i n g  t h e  n a t u r e  o f  t h e  
s o c i o e c o n o m i c  o r d e r ,  i n  g e n e r a l ,  a n d  t h e  a c c o u n t i n g  f u n c t i o n  w i t h ­
i n  t h a t  o r d e r ,  i n  p a r t i c u l a r .  The b a s i c  i s s u e  h e r e  i s  w h e t h e r  and  
how c o n t e m p o r a r y  t e c h n o l o g y  c o n s t i t u t e s  t h e  i n e l u c t a b l e  c a u s e  o f  
a new s o c i a l  o r d e r  and  a r e n e w e d  a c c o u n t i n g  f u n c t i o n  w i t h i n  t h a t  
o r d e r
S t e r l i n g ,  " I n t r o d u c t i o n , "  p .  4 0 5 .  Chambers  a l s o  b e g i n s  
h i s  s t i m u l a t i n g  a n a l y s i s  o f  a c c o u n t i n g  w i t h  some a p p r e h e n s i o n .  
N o t i n g  t h a t  e c o n o m i c s  i s  c o n c e r n e d  w i t h  t h e  d i s t r i b u t i o n  o f  
s c a r c e  goods  among men, p o l i t i c s  w i t h  t h e  d i s t r i b u t i o n  o f  power 
among men, s o c i o l o g y  w i t h  t h e  b e h a v i o r  o f  men a s  members o f  
g r o u p s ,  and  s o  on ,  h e  w o n d e r s :  " I t  seem s  a s  t h o u g h  a l m o s t  e v e r y
a s p e c t  o f  b e h a v i o r  i s  c o v e r e d  by some s p e c i a l i s m ,  and  t h a t  t h e r e  
i s  no  a s p e c t  l e f t  w i t h  w h ic h  a c c o u n t i n g  may be c o n c e r n e d . "  See  
C h am b ers ,  A c c o u n t i n g .  Eva l u a t i o n  an d  Economic  B e h a v i o r ,  p .  14.
^ T h u s ,  E l l i o t t  f e a r s  t h a t  modern  t e c h n o l o g y  h a s  r e n d e r e d  
a c c o u n t i n g  o b s o l e t e .  R e c o g n i t i o n  a n d  a c c e p t a n c e  of  t h i s  f a c t  
a r e  n e c e s s a r y ,  he  s a y s ,  i f  a c c o u n t a n t s  a r e  t o  make m e a n i n g f u l  
c h a n g e ,  r a t h e r  t h a n  f r i t t e r  away t h e i r  l i m i t e d  r e s o u r c e s  t r y i n g  
t o  r e p a i r  " t h e  c r e a k i n g ,  s a g g i n g ,  o l d  m a c h i n e . "  He w a n t s  a 
b r o a d e r  d e f i n i t i o n  o f  a c c o u n t i n g  i n  t h e  c o n t e x t  o f  o v e r a l l  s o c i a l  
o b j e c t i v e s .  S e e  R o b e r t  K. E l l i o t t ,  " A c c o u n t i n g  i n  t h e  T e c h n o l o g i ­
c a l  A g e , "  The J o u r n a l  o f  A c c o u n t a n c y .  134 ( J u l y ,  1 9 7 2 ) ,  7 0 .  S i m i ­
l a r l y ,  B e d f o r d  s u g g e s t s  t h a t  i f  t h e  a c c o u n t i n g  f u n c t i o n  i s  n o t  
r e o r i e n t e d  i n  r e s p o n s e  t o  t h e  c h a n g i n g  t i m e s ,  a new p r o f e s s i o n
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A c c o u n t i n g  i s  v iew ed  h e r e  a s  a s o c i e t a l  f u n c t i o n  w i t h  
c e r t a i n  n o r m a t i v e  p a t t e r n s  c o v e r i n g  i t s  i n t e r n a l  s t r u c t u r e  and  
o p e r a t i o n .  I t s  f u n c t i o n a l  l e g i t i m a c y  i s  d e r i v e d  f ro m  i t s  p e r ­
fo r m a n c e  i n  a c c o r d a n c e  w i t h  t h e  s o c i a l  norms a n d  c u l t u r a l  v a l u e s  
w h ic h  e n a b l e  t h e  s o c i e t y  t o  e s t a b l i s h  g o a l s ,  i n t e g r a t e  e l e m e n t s ,  
m a i n t a i n  i t s  s o c i a l  s t r u c t u r e ,  and a d a p t  t o  c h a n g e . *  The f u n c ­
t i o n a l  a n d  d y s f u n c t i o n a l  c o n t r i b u t i o n  o f  a c c o u n t i n g  t o  t h e  t o t a l  
s o c i e t a l  s y s t e m  i s  v iew ed  h e r e  i n  t h e  c o n t e x t  o f  w h e t h e r  i t  d o e s  
or  d o e s  n o t  c o n t r i b u t e  t o  t h e  means  f o r  m e e t i n g  any  o f  t h e  s o c i a l  
r e q u i r e m e n t s  and  b a s i c  human n e e d s  o f  s o c i e t y .  T h u s ,  i t s  s e n s i ­
t i v i t y  t o  a number o f  s o c i a l  norms and  c u l t u r a l  v a l u e s  g u i d i n g  
t h e  o p e r a t i o n  o f  t h e  t o t a l  s o c i e t y  i s  v i t a l . -̂
may w e l l  em erge  and  r e p l a c e  i t .  L i k e  B l l i o t t ,  he a l s o  w a n t s  t o  
e x p a n d  t h e  a c c o u n t i n g  f u n c t i o n  a s  p r a c t i c e d  p r e s e n t l y .  S e e  N o r t o n  
M. B e d f o r d ,  The F u t u r e  o f  A c c o u n t i n g  i n  a_ C h a n g in g  S o c i e t y  ( n .  p . ,  
S t i p e s  P u b l i s h i n g  C o . ,  1 9 7 0 ) ,  c h .  2 .  However ,  Chambers  ha s  t a k e n  
a s h a r p l y  d i f f e r e n t  v i e w .  N o t i c i n g  a w i d e s p r e a d  r e l u c t a n c e  t o  
a s s i g n  a q u i t e  d e f i n i t e  and  l i m i t e d  f u n c t i o n  t o  a c c o u n t i n g ,  and  
b e c a u s e  t h e  a t t e m p t s  t o  l i m i t  t h e  f i e l d  o f  d i s c o u r s e  and  t h e  
f u n c t i o n  a r e  t r e a t e d  a l m o s t  w i t h  s c o r n  by t e a c h e r s  a s  w e l l  a s  
p r a c t i t i o n e r s ,  he  r e m in d s  a c c o u n t a n t s  t h a t  " i t  was o n l y  when n a t ­
u r a l i s t s  gave  u p  m i x i n g  m e t a p h y s i c s ,  a n d  c o n c e n t r a t e d  on a l i m i t e d  
r a n g e  o f  phenomena and i d e a s ,  t h a t  t h e y  l a i d  t h e  f o u n d a t i o n  o f  
modern  s c i e n t i f i c  k n o w l e d g e . "  S ee  R.  J .  Cham bers ,  "The C o m m e rc ia l  
F o u n d a t i o n s  o f  A c c o u n t i n g  T h e o r y , "  i n  F o u n d a t i o n s  o f  A c c o u n t i n g  
T h e o r y . e d .  by  W i l l a r d  E .  S t o n e  ( G a i n e s v i l l e :  U n i v e r s i t y  o f
F l o r i d a  P r e s s ,  1 9 7 1 ) ,  p p .  5 9 - 0 0 .
* In  g e n e r a l ,  t h e s e  f o u r  a r e  t h e  b a s i c  r e q u i r e m e n t s  o f  a 
s o c i a l  s y s t e m  a s  o r i g i n a l l y  e x p o u n d e d  by  T a l c o t t  P a r s o n s  a n d  h i s  
a s s o c i a t e s .  A b r i e f  s t a t e m e n t  o f  t h i s  v iew  can  be  fo u n d  i n  
T a l c o t t  P a r s o n s ,  The S y s te m  o f  Modern S o c i e t i e s .  F o u n d a t i o n  o f  
Modern S o c i o l o g y  S e r i e s  (Eng lew ood  C l i f f s ,  N. J . :  P r e n t i c e - H a l 1,
I n c . ,  1 9 7 1 ) ,  c h .  2 .
^ B e d f o r d ,  The F u t u r e  o f  A c c o u n t i n g  i n  a_ C h an g in g  S o c i e t y ,
p p .  1 0 - 1 1 .
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I n  i t s  s c o p e ,  t h e  i n q u i r y  v iew s  t h e  f i e l d  o f  a c c o u n t i n g  
a s  n o t  m e r e l y  l i m i t e d  t o  t h e  o s t e n s i b l e  p r o d u c t s  o f  i t s  p r a c t i c e ,  
b u t  a s  a f i e l d  w h ich  c o e x t e n d s  w i t h  a l l  human a c t i o n  i n  i t s  
e co n o m ic  a s p e c t s . *  A c c o u n t i n g  a s  a s o c i a l  d i s c i p l i n e  h a s  a r e l e ­
va n ce  o n l y  i n  t h e  c o n t e x t  o f  e x i s t i n g  s o c i o e c o n o m i c  i n s t i t u t i o n s .  
T h i s  c o n t e x t  h a s  i t s  a n t e c e d e n t s  and  c a u s a l  c o n d i t i o n s ,  a n d  i n  
t h o s e  c o n d i t i o n s  t h e  a r t  and  p r a c t i c e  o f  a c c o u n t i n g ,  a s  we know 
i t ,  h a s  d e v e l o p e d .  The i n s t i t u t i o n a l  c o n t e x t  o f  a c c o u n t i n g  a l s o  
makes i t  i m p e r a t i v e  t o  c o n s i d e r  t h a t  w h a t  may have  b e e n  a v a l i d  
p r a c t i c e  i n  t h e  p a s t  i s  no l o n g e r  n e c e s s a r i l y  v a l i d  now b e c a u s e  
o f  c h a n g e s  i n  t h e  i n s t i t u t i o n a l  s t r u c t u r e .
The a c c o u n t i n g  f u n c t i o n  o f  a n  a c c o u n t s  r e c e i v a b l e  s y s t e m ,  
f o r  e x a m p l e ,  h a s  a b r o a d  e nough  g e n e r a l  o b j e c t i v e  t o  c u t  t h r o u g h  
a v a r i e t y  o f  s o c i a l  o r d e r s  an d  p r e v a i l  i n  a l l  o f  th e m .  S uch  a 
s y s t e m  i n  i t s  d e t a i l e d  s p e c i f i c a t i o n s  a s  i t  e x i s t e d  i n  a p r e ­
i n d u s t r i a l  w o r l d ,  h o w e v e r ,  w here  t h e  i n s t i t u t i o n  o f  c r e d i t  was 
i n s i g n i f i c a n t ,  i s  e n t i r e l y  o u t  o f  p l a c e  i n  a p o s t - i n d u s t r i a l  
w o r l d  w h e re  n e a r l y  e v e r y  e x c h a n g e  t r a n s a c t i o n  b e a r s  t h e  i m p r i n t
^Chambers h a s  t a k e n  t h i s  v i e w .  S ee  R. J .  Cham bers ,  "The 
C o n d i t i o n s  o f  R e s e a r c h  i n  A c c o u n t i n g , "  The J o u r n a 1 o f  A c c o u n t a n c y .  
110 (D ecem ber ,  1 9 0 0 ) ,  3 o .  He has  a l s o  n o t e d  e l s e w h e r e  t h a t  i n  
t h e  p u r s u i t  o f  k n o w le d g e ,  t h e r e  a r e  no l i m i t e d  f i e l d s .  T h e r e  i s  
s i m p l v  t h e  t o t a l i t y  o f  t h i n g s  o b s e r v e d  and  e x p e r i e n c e d .  " T h e r e  
c a n  be no  u n d e r s t a n d i n g  o f  any  a s p e c t  o f  human b e h a v i o r ,  o r  o f  
human b e h a v i o r  i n  any  s p e c i f i c  c o n t e x t ,  i f  we a r e  f o r b i d d e n  t o  
c o n s i d e r  o t h e r  a s p e c t s  o r  c o n t e x t s  o f  human b e h a v i o r . "  See  
C h a m b e r s ,  A c c o u n t i n g ,  Eva l u a t i o n  and Economic  B e h a v i o r ,  p .  11 .
•^Chambers, A c c o u n t i n g .  E v a l u a t i o n  an d  Economic  B e h a v i o r ,
P .  15 .
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o f  c r e d i t ,  an d  w h e re  t h e  s o c i e t i e s  a r e  moving f a s t  t o w a r d  c a s h ­
l e s s  a s  w e l l  a s  c h e c k l e s s  e x c h a n g e  r e l a t i o n s h i p s .  T h u s ,  t h e r e  
i s  no s e n s e  i n  w h ic h  a t h e o r y  may be d e v e l o p e d  w h ic h  w i l l  be  
a p p l i c a b l e  t o  a l l  e n v i r o n m e n t a l  c o n t e x t s  t h r o u g h  t i m e . *  E v e r y  
s o c i a l  o r d e r  has  i t s  own d i s t i n c t i v e  c o n t e x t  a s  w e l l  a s  s t y l e ,  
b o t h  o f  w h ic h  n e e d  a u t h e n t i c  e x p r e s s i o n  and  w h ic h  r e q u i r e  i n ­
s t r u m e n t s  o f  e x p r e s s i o n  u n i q u e l y  f a i t h f u l  t o  t h a t  c o n t e x t  a n d  
s t y l e .
T h i s  i n q u i r y  e n v i s i o n s  an  a c c o u n t i n g  p u r p o s e  w h ic h  s h o u l d  
e n a b l e  u s  t o  com prehend  more f u l l y  t h e  s o c i o e c o n o m i c  s t r u c t u r e  
and  t e n d e n c i e s  o f  t h e  o r g a n i z a t i o n s  w i t h i n  t h e  l a r g e r  s o c i e t a l  
p r o c e s s  and  i n s t i t u t i o n a l  c o n t e x t .  To t h e  e x t e n t  t h a t  a c c o u n t i n g  
p r o v i d e s  u s  t h i s  c o m p r e h e n s i o n ,  i n  w h a t e v e r  fo rm  or c o m p l e x i t y ,  
i t  h a s  a n  u n d e n i a b l e  s o c i a l  r e l e v a n c e .  I n  f a c t ,  i t  becomes a 
s u r v i v a l  i m p e r a t i v e .  T h i s  p r e s u p p o s e s  t h a t  t h i s  i n q u i r y  s h o u l d  
exam ine  t h e  f e a t u r e s  o f  t h e  i n s t i t u t i o n a l  s e t t i n g  o f  t h e  p o s t ­
i n d u s t r i a l  s o c i e t y  i n s o f a r  a s  t h e y  p r o v i d e  t h e  c o n d i t i o n s  f o r  an  
a c c o u n t i n g  f u n c t i o n  a p p r o p r i a t e  t o  t h a t  s e t t i n g , ^
1I b i d .
^ D e v e l o p m e n t  o f  a t h e o r e t i c a l  s t r u c t u r e  o n ly  w i t h i n  t h e  
p r e s e n t  i n s t i t u t i o n a l  c o n t e x t  h a s  a l s o  been  C h a m b e r s '  m a j o r  p r e ­
o c c u p a t i o n  i n  h i s  g r o u n d - b r e a k i n g  w o rk ,  where  t h e  " p u r p o s e  i s  
n o t  t o  s e e k  p r i n c i p l e s  o f  u n i v e r s a l  v a l i d i t y  i n  a l l  i n s t i t u t i o n a l  
s e t t i n g s .  . . . T h e r e  may em erge  some p r i n c i p l e s  w h ic h  we may 
deem t o  be v a l i d  i n  a much w i d e r  s e t t i n g  and  o v e r  a r a n g e  o f  d i f ­
f e r e n t  h i s t o r i c a l  c o n t e x t s .  But t h i s  i s  i n c i d e n t a l . "  I b i d .
Moore a l s o  s u g g e s t s  t h a t  t h i s  i n s t i t u t i o n a l  c o n t e x t  i s  q u i t e  c r u ­
c i a l  i n  t h a t  i t  f u n c t i o n s  t o  i n t e g r a t e  t h e  i s o l a t e d  e c o n o m ic  a c t  
or  t h e  p a r t i c u l a r  e c o n o m ic  o r g a n i z a t i o n  i n t o  t h e  f a b r i c  o f  t h e  
n o r m a t i v e  o r d e r  o f  s o c i e t y .  S ee  W i l b e r t  E ,  M oore ,  Economy a n d  
S o c i e t y ,  D o u b le d a y  S t u d i e s  i n  S o c i o l o g y  (G a rd e n  C i t y ,  N. Y . :
2 3
A c c o u n t i n g  a s  a p r o f e s s i o n  r e p r e s e n t s  a m a j o r  b u s i n e s s  
i n f o r m a t i o n  s y s t e m  o f  t h e  s o c i e t y .  I t  i s  i m p l i c i t  i n  t h i s  r e p ­
r e s e n t a t i o n  t h a t  a s e t  o f  r e l a t i o n s h i p s  e x i s t  among t h e  a c c o u n t ­
i n g  p r o f e s s i o n ,  b u s i n e s s  w o r l d ,  and  s o c i e t y  w h ic h  s h o u l d  be 
d e l i n e a t e d  and  d e f i n e d  a s  c l e a r l y  a s  p o s s i b l e .  O t h e r w i s e ,  no 
a c c e p t a b l e  c r i t e r i a  e x i s t  f o r  r e o r i e n t i n g  t h e  s c o p e  o f  a c c o u n t i n g  
t e c h n o l o g y  and  e x p a n d i n g  t h e  a r e a  t o  w h ic h  t h a t  t e c h n o l o g y  s h o u l d  
be a p p l i e d  i f  a c c o u n t i n g  i s  t o  a d a p t  t o  t h e  c h a n g i n g  w o r l d  o r  
p l a y  any  s h a p i n g  r o l e  t h e r e . * The C om m it tee  o f  t h e  A m e r i c a n  
A c c o u n t i n g  A s s o c i a t i o n  t o  P r e p a r e  a S t a t e m e n t  o f  B a s i c  A c c o u n t i n g  
T h e o r y  t h u s  s e e k s  t o  e n c o u r a g e  a c a d e m i c  r e s e a r c h  d i r e c t e d  t o w a r d  
t h e  d e v e l o p m e n t  o f  t h e  f u t u r e  o f  a c c o u n t i n g  t h e o r y ,  a s  t h e r e  i s  
a n e e d  f o r  a much b r o a d e r  c o n c e p t i o n  o f  i t  t h a n  h a s  b e en  e s p o u s e d  
i n  any  a u t h o r i t a t i v e  a c c o u n t i n g  d o c u m e n t . "  B e d f o r d  p l e a d s  t h e  
c a s e  f o r  a s y s t e m a t i c  s t u d y  t o w a r d  t h e s e  d i r e c t i o n s ,  l i k e  t h e  
p r e s e n t  o n e ,  f o r  two r e a s o n s :
D o u b le d a y  L Company, I n c . ,  1 9 5 5 ) ,  p .  18 .  The i n s t i t u t i o n a l  v a r i ­
a b l e s  m us t  be  c o n s i d e r e d  a d e q u a t e l y  i n  a c c o u n t i n g  t h e o r y  c o n s t r u c ­
t i o n  and  m ode l  b u i l d i n g  i f  a r e p r e s e n t a t i v e  p i c t u r e  o f  t h e  
e c o n o m ic  l i f e  i s  t o  be g i v e n .  However ,  a common m e t h o d - - a n d  an  
e a s y  way o u t  o f  t h e  e m p i r i c a l  c o m p l e x i t y  t a k e n  p a r t i c u l a r l y  by 
e c o n o m i s t s - - i s  t o  assume t h a t  t h e s e  v a r i a b l e s  do  n o t  c h a n g e ,  t h a t  
i s ,  t h e y  a r e  " g i v e n . "  S e e ,  f o r  e x a m p l e ,  P a u l  A. S a m u e l s  on,  
E c o n o m i c s : An I n t r o d u c t o r y  Ana l y s i s  ( 2 n d  e d . .  New Y o rk :  McGraw-
H i l l  Book Company, 1 9 5 1 ) ,  p .  15 .
^■Norton M. B e d f o r d ,  " I n f o r m a t i o n ,  B u s i n e s s ,  and  S o c i e t y , "  
i n  F o u n d a t i o n s  o f  A c c o u n t i n g  T h e o r y ,  e d .  by S t o n e ,  p p .  1 - 2 .
- A m e r i c a n  A c c o u n t i n g  A s s o c i a t i o n ,  A_ S t a t e m e n t  o f  B a s i c  
A c c o u n t i n g  T h e o r y  ( E v a n s t o n ,  1 1 1 . :  A m e r ic a n  A c c o u n t i n g  A s s o c i a ­
t i o n ,  19ot>), p p .  0 7 - 7 1 .
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F i r s t ,  w i t h o u t  a s y s t e m a t i c  a p p r o a c h  i t  i s  d i f f i c u l t  
t o  e v a l u a t e  p r o g r e s s .  Even i f  t h e  " b e s t "  s o l u t i o n  t o  
t h e  p r o b l e m  o f  t h e  p r o p e r  s c o p e  o f  t h e  a c c o u n t i n g  
f u n c t i o n  i s  p r o p o s e d ,  i t  may n o t  be r e c o g n i z e d  and  
a c c e p t e d  u n l e s s  i t  i s  s u p p o r t e d  by a s y s t e m a t i c  s t u d y  
an d  a n a l y s i s .  S e c o n d ,  a s y s t e m a t i c  s t u d y  w i l l  p r o b a b l y  
p r o v e  more p r o d u c t i v e ,  b e c a u s e  o f  i t s  c o m p r e h e n s i v e n e s s  
and  t h e  t e n d e n c y  t o  u s e  s c i e n t i f i c  m e t h o d s . *
A lm o s t  f i f t y  y e a r s  a g o  L i t t l e t o n  s u g g e s t e d  t h a t  a c c o u n t ­
i n g  l i t e r a t u r e ,  i f  i t  was t o  grow p r o p e r l y ,  m u s t  i n  p a r t  r e s u l t  
f r o m  r e s e a r c h  and  i n q u i r i e s  i n  k i n d r e d  f i e l d s  o f  c o r r e l a t i v e  
m a t e r i a l . ^  The h e a v y  s o c i o l o g i c a l  o r i e n t a t i o n  o f  t h i s  i n q u i r y  
i s  a n  a t t e m p t  t o  m e e t  L i t t l e t o n ’ s c h a l l e n g e .  To some e x t e n t  i t  
i s  a l s o  w h a t  W h i t e h e a d  c a l l s  t h e  a d v e n t u r e  o f  i d e a s  t o  b r e a k
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t h r o u g h  t h e  i n t e l l e c t u a l  w a l l s  t h a t  h a v e  b e en  b u i l t  a r o u n d  u s .  
R i s k s  a r e  a l w a y s  i n h e r e n t  i n  a v e n t u r e  s u c h  a s  t h i s ,  b u t  t h e y  a r e  
w o r t h  t a k i n g  f o r  t h e  s a k e  o f  t h e  new p o s s i b i l i t i e s  t h a t  s u c h  a 
v e n t u r e  i m p l i e s .  F o r ,  a s  Chambers  w r i t e s :
B e d f o r d ,  The F u t u r e  o f  A c c o u n t i n g  i n  â  C h a n g i n g  S o c i e t y ,
P .  J t ) .
^ A . C . L i t t l e t o n ,  "The D e v e lo p m e n t  o f  A c c o u n t i n g  L i t e r a ­
t u r e , "  i n  P u b l i c a t i o n s  o f  t h e  A m e r ic an  A s s o c i a t i o n  o f  t h e  
U n i v e r s i t y  I n s t r u c t o r s  i n  A c c o u n t i n g  ( n . p . ,  A m e r i c a n  A s s o c i a t i o n  
o f  t h e  U n i v e r s i t y  I n s t r u c t o r s  i n  A c c o u n t i n g ,  1 9 2 5 ) ,  p .  l b .
Cham bers  a l s o  a d v o c a t e s  s u c h  a s p a c i o u s  v i s i o n  a n d ,  i n  h i s  i n ­
q u i r y ,  f i n d s  i t  n e c e s s a r y  t o  u s e  s t a t e m e n t s  w h ic h  may seem  t o  
b e l o n g  t o  t h e  f i e l d s  o f  l aw ,  p o l i t i c a l  s c i e n c e ,  p s y c h o l o g y ,  
e c o n o m i c s ,  e t c .  He s u g g e s t s  t h a t  t h i s  n e c e s s i t y  a r i s e s  f r o m  t h e  
c o n c e r n  o f  a c c o u n t i n g  w i t h  some a s p e c t s  o f  t h e  b e h a v i o r  o f  men, 
i n d i v i d u a l l y  or  a s  members o f  g r o u p s ;  o f  men a s  a c t i v e ,  o r  p a s s i v e ,  
or u n w i t t i n g  c o l l a b o r a t o r s  w i t h  o t h e r s .  "We w i l l  n o t  t h e r e f o r e  
w a n t  t o  be  c o n s t r a i n e d  by s u c h  o b s e r v a t i o n s  a s ,  ' t h a t  i s  n o t  a c ­
c o u n t i n g ,  i t  i s  e c o n o m i c s '  o r  by s u c h  a s s e r t i o n s  a s ,  ' a c c o u n t a n t s  
a r e  n o t  c o n c e r n e d  w i t h  p s y c h o l o g y . ' "  S e e  C h am b ers ,  A c c o u n t i n g ,
E v a l u a t i o n  an d  E conom ic  B e h a v i o r ,  p .  11.
^ A l f r e d  N o r t h  W h i t e h e a d ,  A d v e n t u r e s  o f  I d e a s  (New York:  
F r e e  P r e s s ,  1 9 c 7 ) ,  p p .  3 - 1 0 .
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H i s t o r y  f o r g e t s  t h e  u n a d v e n t u r o u s ;  i t  remembers  
t h e  a d v e n t u r o u s ,  an d  t h e  h i s t o r y  i s  c h a n g e d  by 
th e m .  The q u e s t i o n s  c o n f r o n t i n g  u s  t o d a y  a r e  
w h e t h e r  we a r e  g o i n g  t o  i s o l a t e  o u r s e l v e s  t o  t h e  
p o i n t  w here  we become f l a b b y ,  t o  u s e  H a t f i e l d ' s  
e p i t h e t ,  an d  open  t o  d e s t r u c t i o n  or w h e t h e r  f rom  
w i t h i n  we a r e  t o  e n c o u r a g e  a n d  u n d e r t a k e  a d ­
v e n t u r e  . ^
D. An O v e r v i e w  o f  S t r a t e g y  
The i n q u i r y  h a s  i n  i t s  p r e m i s e  a b a s i c  p r o p o s i t i o n  t h a t  
a c o n c e p t u a l  f r a m e w o rk  t o w a r d  t h e o r y  c o n s t r u c t i o n  c an  be  m e a n i n g ­
f u l l y  p r o v i d e d  o n l y  w i t h i n  t h e  i n s t i t u t i o n a l  c o n t e x t  a n d  s e t t i n g .  
To p r o v i d e  s u c h  a n  i n s t i t u t i o n a l  s e t t i n g ,  t h i s  i n q u i r y  w i l l  f i r s t  
e n d e a v o r  t o  exam ine  t h e  i n s t i t u t i o n a l  phenomenon o f  modern  t e c h ­
n o l o g y  and t h e  c o n s e q u e n t  e m e r g e n c e  o f  t h e  p o s t - i n d u s t r i a l  s o c i e t y  
a n d  i t s  o r g a n i z a t i o n s .  Then,  a n  a t t e m p t  w i l l  be made t o  d e l i n e a t e  
and  e v a l u a t e  t h e  i n f o r m a t i o n  n e e d s  of  s u c h  a s o c i e t y  and  i t s  o r ­
g a n i z a t i o n s ,  an d  wha t  i m p e r a t i v e s  t h e y  p r o v i d e  f o r  a r e l e v a n t  
a c c o u n t i n g  f u n c t i o n .
From t h e  a b o v e ,  h o p e f u l l y ,  a b r o a d  s o c i o e c o n o m i c  c o n c e p ­
t u a l  f r a m e w o r k  w i l l  em erge  w h ic h  w i l l  a i d  f u t u r e  s c h o l a r s  i n  t h e i r  
e f f o r t s  t o  d e f i n e  t h e  a c c o u n t i n g  f u n c t i o n  i n  a p o s t - i n d u s t r i a l  
s o c i e t y . ^  A t t e m p t s  w i l l  be made h e r e  t o  d e l i b e r a t e l y  s e e k  new
. J .  C h am b ers ,  " P r o s p e c t i v e  A d v e n t u r e s  i n  A c c o u n t i n g  
I d e a s , "  The A c c o u n t i n g  R ev iew ,  X LII  ( A p r i l ,  1 9 0 7 ) ,  244 .
^A c o n c e p t u a l  f r a m e w o rk  a s  v ie w ed  h e r e  i s  n e i t h e r  a m ode l  
n o r  a t h e o r y ,  b u t  r a t h e r  a c o n c e p t u a l  scheme o r  a s t a n d p o i n t  f ro m  
w h ic h  m o d e ls  c a n  be g e n e r a t e d  o r  t h e o r i e s  d e v e l o p e d .  I t  h e l p s  a 
t h e o r i s t  t o  s e l e c t  p a r t i c u l a r  a t t r i b u t e s  f ro m  a com plex  r e a l i t y  
and  t o  g r o u p  them u n d e r  a common r u b r i c  i n  o r d e r  t o  d i s c e r n  s i m i ­
l a r i t i e s  and  d i f f e r e n c e s .  As R e l l  p u t s  i t ,  i t  i s  n e i t h e r  t r u e  
n o r  f a l s e  b u t  o n ly  u s e f u l  o r  n o t .  S ee  B e l l ,  " P o s t - I n d u s t r i a l
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c o n s t r u c t s  t h a t  may open up  a p r e v i o u s l y  o v e r l o o k e d  f u n c t i o n a l  r e ­
l a t i o n s h i p  b e t w e e n  a c c o u n t i n g  an d  t h e  l a r g e r  s o c i e t a l  p r o c e s s e s .
The a p p r o a c h  an d  e v a l u a t i o n  o f  t h e  phenomenon o f  t e c h ­
n o l o g y  w i l l  be d e l i n e a t e d  i n  two w a y s .  F i r s t ,  t e c h n o l o g y  i s  
v iew ed  a s  s t a n d i n g  t o d a y  a t  t h e  v e r y  c e n t e r  o f  human p e r c e p t i o n .
I t s  v o l a t i l i t y ,  q u a l i t y  o f  f i n a l i t v ,  and  t h e  d e g r e e  t o  w h ic h  our  
modern  l i f e  i s  o r i e n t e d  t o w a r d  a n d  d e p e n d e n t  upon i t - - a l l  t h i s  
i m p l i e s  t h a t  we m us t  make c o n s c i o u s  a n d  v i g o r o u s  e f f o r t s  t o  k e ep  
our  c o n c e p t u a l  f r a m e w o rk  up  t o  t h e  n e ed s  o f  our  t i m e s .  S e c o n d l y ,  
t e c h n o l o g y  i s  a n a l y z e d  h e r e  i n  i t s  i n s t i t u t i o n a l  c o n t e x t .  Viewed 
a s  an  o r g a n i z a t i o n  o f  know ledge  f o r  t h e  a c h i e v e m e n t  o f  human 
p u r p o s e s ,  t e c h n o l o g y  i s  d e f i n e d  i n  t h i s  i n q u i r y  a s  "human a c t i o n  
on p h y s i c a l  o b j e c t s  o r  a s  a s e t  o f  p h y s i c a l  o b j e c t s  c h a r a c t e r i z e d  
by s e r v i n g  human p u r p o s e s . " * -
The i n q u i r y  w i l l  c o n c e r n  i t s e l f  w i t h  t h e  e f f e c t s  o f  t e c h ­
n o lo g y  i n  d e t e r m i n i n g  t h e  n a t u r e  o f  t h e  s o c i o e c o n o m i c  o r d e r .  In  
p a r t i c u l a r ,  i t  w i l l  a t t e m p t  t o  exam ine  an d  e v a l u a t e  t e c h n o l o g i c a l  
i m p a c t  on t h e  f o l l o w i n g  s i g n i f i c a n t  a s p e c t s  o f  t h e  s o c i a l  s t r u c t u r e
( 1 )  E conom ic  S e c t o r :  The s h i f t  f ro m  a g o o d s - p r o d u c i n g
t o  a s e r v i c e  economy
( 2 )  O c c u p a t i o n a l  S l o p e :  The p r e d o m in a n c e  o f  t h e  p r o ­
f e s s i o n a l  and  t e c h n i c a l  c l a s s
( 3 )  T e c h n o l o g y :  The r i s e  o f  a new i n t e l l e c t u a l
t e c h n o l o g y
S o c i e t y , "  p .  158; and  Thomas Kuhn, The S t r u c t u r e  o f  S c i e n t i f i c  
R e v o l u t i o n s ,  V o l .  2 o f  F o u n d a t i o n s  o f  t h e  U n i t y  o f  S c i e n c e , I n t e r ­
n a t i o n a l  E n c y c l o p e d i a  o f  U n i f i e d  S c i e n c e  (2nd  e d . ,  e n l a r g e d ;  2 
v o l s . ;  C h i c a g o :  U n i v e r s i t y  o f  C h i c a g o  P r e s s ,  1 9 7 0 ) ,  p p .  J 3 - 5 1 .
* D r u c k e r ,  T e c h n o l o g y ,  Management  S o c i e t y ,  p .  4t>.
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( 4 )  P a t t e r n  o f  Change :  The s e l f - s u s t a i n i n g  t e c h n i c a l
g r o w th
( 5 )  A x i a l  P r i n c i p l e :  The c e n t r a l i t y  o f  t h e o r e t i c a l
know ledge
A n a l y s i s  o f  t h e  above  a s p e c t s  o f  t h e  s o c i a l  s t r u c t u r e  
c o u p l e d  w i t h  ample  e m p i r i c a l  e v i d e n c e  s u g g e s t i n g  d e f i n i t i v e  s t r u c ­
t u r a l  c h a n g e s  w i l l  p r o v i d e  t h e  b a s i c  o u t l i n e  o f  t h e  e m e r g e n t  p o s t ­
i n d u s t r i a l  s o c i a l  d e s i g n .  A c o m p a r a t i v e  a n a l y s i s  w i l l  be  p r o v i d e d  
t o  d e l i n e a t e  and d i s t i n g u i s h  p o s t - i n d u s t r i a l  s o c i e t i e s  f r o m  p r e ­
i n d u s t r i a l  and  i n d u s t r i a l  s o c i e t i e s .
To p r o v i d e  a n  i n s t i t u t i o n a l  s e t t i n g  f o r  p o s t - i n d u s t r i a l  
a c c o u n t i n g ,  t h e  i n q u i r y  w i l l  r e l a t e  t o  t h e  c h a n g e s  w h ic h  modern  
t e c h n o l o g y  h a s  b r o u g h t  t o  t h e  b e h a v i o r  o f  g i a n t  c o r p o r a t e  o r g a n i ­
z a t i o n s  a s  s o c i o e c o n o m i c  e n t i t i e s  o f  t h e  p o s t - i n d u s t r i a 1 s o c i e t y .  
The b a s i c  i s s u e  h e r e  i s :  What h a p p e n s  when t h e  new r a t i o n a l i t y ,
t h e  p r o l i f e r a t i o n  o f  e x p e r t i s e ,  and  t h e  g ro w in g  s o c i a l  i m p o r t a n c e  
o f  know ledge  r u n  h e a d - o n  i n t o  s o c i o e c o n o m i c  s t r u c t u r e s ,  p r o c e s s e s ,  
a t t i t u d e s ,  v a l u e s ,  a n d  p r a c t i c e s  t h a t  were  d e v e l o p e d  i n  t h e  h u n ­
d r e d  y e a r s  b e t w e e n  Andrew J a c k s o n  and World  War I I ,  t h a t  i s ,  
d u r i n g  a t im e  when s c i e n c e  and  t e c h n o l o g y  w e re  n o t  s o  b i g  and  
p o w e r f u l  a s  t h e y  have  become s i n c e ,  and when t h e  s o c i o e c o n o m i c  
r o l e  o f  know ledge  a n d  i t s  i n s t i t u t i o n  w e re  s e c o n d a r y  a t  b e s t  or 
v i r t u a l l y  n o n e x i s t e n t  a t  w o r s t ? 1
^ M e s th e n e ,  T e c h n o l o g i c a l  C h an g e ,  p .  t>4. Fo r  e x a m p l e ,  when 
t h e  U n i t e d  S t a t e s  e n t e r e d  W o r ld  War I ,  a n d  a n  o f f e r  o f  s e r v i c e s  
f r o m  t h e  A m e r ic a n  C h e m i c a l  S o c i e t y  was made, i t  was t u r n e d  down 
b e c a u s e  t h e  War D e p a r t m e n t  a l r e a d y  h a d  a c h e m i s t .  F u r t h e r ,  t h e r e  
was no c l a s s i f i c a t i o n  o f  " p h y s i c i s t "  i n  t h e  g o v e r n m e n t .  When t h e  
a rmed f o r c e s  f e l t  t h e  n e e d  o f  o n e ,  w h ic h  h a p p e n e d  o c c a s i o n a l l y ,
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T e c h n o l o g i c a l  i m p a c t  on c o r p o r a t e  o r g a n i z a t i o n s  a n d  
o t h e r  p o s t - i n d u s t r i a l  i n s t i t u t i o n s  w i l l  be e x a m in e d  i n  t h e  f o l ­
lo w in g  tw o  w a y s .  F i r s t ,  ha s  t h e  i n c r e a s i n g  r e l i a n c e  on know ledge  
and  i n f o r m a t i o n  i n  o r g a n i z a t i o n a l  d e c i s i o n - m a k i n g  l e d  t o  any  
b a s i c  c h a n g e s  i n  t h e  d i s t r i b u t i o n  o f  power w i t h i n  an  o r g a n i z a t i o n  
s u c h  a s  a c o r p o r a t i o n ?  What i s  t h e  l e g i t i m a c y  o f  s u c h  a d i s t r i ­
b u t i o n  o f  pow er?  S e c o n d l y ,  t h e  d e v e l o p m e n t  and  a p p l i c a t i o n  o f  
t e c h n o l o g y  seem i n c r e a s i n g l y  t o  r e q u i r e  l a r g e - s c a l e  a n d  com plex  
s o c i a l  c o n c e n t r a t i o n s ,  w h e t h e r  t h e s e  be c i t i e s ,  c o r p o r a t i o n s ,  
u n i v e r s i t i e s ,  o r  g o v e r n m e n t .  I n h e r e n t  i n  t h e  d y n a m ic s  o f  t e c h ­
n o l o g y  i s  a c o n s t a n t  im p a c t  t o w a r d  c e n t r a l i z a t i o n .  The l a r g e  
o r g a n i z a t i o n s ,  p a r t i c u l a r l y  c o r p o r a t i o n s ,  h ave  em erg ed  a s  an 
o v e rw h e lm in g  s o c i a l  f o r c e .  What a r e  t h e  i m p l i c a t i o n s  o f  t h i s  d e ­
v e lo p m e n t  f o r  t h e  a c c o u n t i n g  f u n c t i o n  i n  a p o s t - i n d u s t r i a  1 
s o c i e t y ?
The i n q u i r y  w i l l  a t t e m p t  t o  d e f i n e  a t r i a n g u l a r  r e l a t i o n ­
s h i p  among t h e  a c c o u n t i n g  f u n c t i o n ,  t h e  i n s t i t u t i o n a l  a s p e c t  o f  
o u r  e c o n o m ic  e x i s t e n c e ,  and  t h e  p o s t - i n d u s t r i a l  l i f e  i n  i t s  t o ­
t a l i t y .  The i n q u i r y ’ s a p p r o a c h  t o  t h e  a c c o u n t i n g  f u n c t i o n  i s  
t o t a l - s y s t e m i c .  I t  s e e k s  t o  e s t a b l i s h  a c l o s e l y - k n i t  r e l a t i o n s h i p  
b e tw e e n  t h e  a c c o u n t i n g  f u n c t i o n  and l a r g e r  s o c i e t a l  p r o c e s s e s .
The p u r p o s e  o f  t h e  i n q u i r y  i s  t o  p r o v i d e  a c o n c e p t u a l  
f r a m e w o rk  w h ic h  w i l l  h e l p  u s  s e l e c t  p a r t i c u l a r  a t t r i b u t e s  f rom
he was h i r e d  a s  a c h e m i s t .  See  James  B. C o n a n t ,  Modern S c i e n c e  
a n d  Modern Man, D o u b le d a y  Anchor  Books (G a r d e n  C i t y ,  N. Y . :  
D o u b le d a y  & Company, 1 9 5 3 ) ,  p p .  1 7 - 1 8 .
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th e  complex p o s t - i n d u s t r i a l  r e a l i t y .  These a t t r i b u t e s  can be 
grouped under a coonon r u b r ic  in  order t o  d i s c e r n  th e  p o s t -  
i n d u s t r i a l  a c c o u n tin g  f u n c t io n .  As fo r  th e  method o f  e x p o s i t i o n ,  
an a ttem p t w i l l  be made t o  s e e  th a t  th e  in q u ir y  does n o t  c r e a te  
a w orld  o f  i t s  own c h o o s in g  and e x c l u s i v e  u n d e r s ta n d in g .*
B. A R e tr e a t  from Theory^
One cannot judge the a p p r o p r ia te n e s s  o f  a r e se a r c h  method 
w ith o u t  p la c in g  i t  in  th e  c o n te x t  o f  th e  r e se a r c h  q u e s t io n  th a t
3
i s  b e in g  e x p lo r e d .  In th e  p o s t - i n d u s t r i a l  s o c i e t y ,  we are  f a c in g
l l n  f a c t ,  t h i s  has become a p r o f e s s i o n a l  hazard in  s c h o l ­
a r l y  w r i t i n g ,  where s t u f f e d  w ith  obscure sym bols a ttem p ts  are  
u s u a l ly  made t o  look  fo r  som ething sm a ll  in  b u lk .  T h is  r e s u l t s  
in  what W ilson  c a l l s  Talmudic P i l p u l ,  the  method o f  r a b b in ic a l  
e x e g e s i s  by which the c r i t e r i o n  o f  e x c e l l e n c e  comes t o  c o n s i s t  in  
th e  d egree  o f  f a r fe t c h e d n e s s  th a t  cou ld  be compassed by s u b t l e  
argument. S ee  Bdmund W ilson , The B i t  Between My T e e th ? A L it e r a r y  
C h r o n ic le  o f  1950-1965 (New York: P arrar , S tr a u s  and G iroux, 1 9 6 5 ) ,  
pp. 3 6 4 -4 0 2 .  G a lb r a ith  a l s o  has s i m i l a r l y  c r i t i c i z e d  much o f  the  
p r o f e s s i o n a l  w r i t in g  in  econ om ics. S ee  John Kenneth G a lb r a ith ,
"The Language o f  Econom ics,"  Fortune. LXVI (December, 1 9 6 2 ) ,  128; 
and G a lb r a i th ,  The New I n d u s t r ia l  S t a t e .  pp. 4 0 7 -4 1 8 .  Prom the  
r a d i c a l  s i d e ,  t o o ,  th e r e  are  s i m i l a r l y  c r i t i c a l  remarks. See  
P aul M. Sw eezy, "Toward a C r it iq u e  o f  E con om ics ," Review o f  R ad i­
c a l  P o l i t i c a l  Econom ics. I l l  ( J u ly ,  1 9 7 1 ) ,  5 9 -6 6 .  With p a r t ic u la r  
r e f e r e n c e  t o  a c c o u n t in g ,  Robert K. Mautz s e v e r e l y  condemned much 
o f  i t s  c u r r e n t  p r o f e s s i o n a l  w r i t in g  a s  h a l lu c in a t o r y  in  h i s  unpub­
l i s h e d  Opening Remarks a t  the American A ccou n tin g  A s s o c ia t io n  
Sponsored  D o c to r a l  Consortium h e ld  a t  L e x in g to n , Kentucky,
August 18, 1971.
2 The f o l l o w in g  so u r c e s  have been  p a r t i c u l a r l y  u s e f u l  in  
th e  developm ent o f  t h i s  s e c t i o n :  S t e r l i n g ,  " In tr o d u c t io n ,"  pp.
401-406; Kuhn, The S tr u c tu r e  o f  S c i e n t i f i c  R e v o lu t io n s ,  pp. 2 3 -  
51; and Kaplan, The Conduct o f  In q u ir y ,  pp. 3 3 0 -3 4 0 .  Many o f  th e  
r e f e r e n c e s  c i t e d  h ere  were f i r s t  found in  th e s e  w r i t in g s  and l a t e r  
t r a c e d  t o  t h e i r  o r i g i n a l  so u r c e s  f o r  f u r th e r  r e s e a r c h .
3S t e r  l i n g ,  " In tr o d u c t io n ,"  p . 402 .
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a new a n d  p u z z l i n g  k i n d  o f  s o c i a l  c h a n g e  t h a t  f o r c e s  a phenomenon 
upon us  w h ich  B e l l  c a l l s  " t h e  r e t r e a t  f r o m  t h e o r y , "  i f  by t h e o r y  
one means a m ode l  o f  " s o c i a l  s t r u c t u r e  w h ic h  s p e c i f i e s  t h e  d e t e r ­
m i n a t e  i n t e r a c t i o n  o f  t h e  c r u c i a l  v a r i a b l e s  o f  a s y s t e m ,  e s t a b ­
l i s h e s  e m p i r i c a l  r e g u l a r i t i e s  w h ich  p r e d i c t  f u t u r e  s t a t e s  o f  
r e l a t i o n  an d  p r o v i d e s  an  e x p l a n a t o r y  p r i n c i p l e  o f  i t s  h i s t o r y  a n d  
o p e r a t i o n . " 1
We a r e  f o r c e d  b a c k  t o  c r e a t i n g  new p a r a d i g m s ,  i n  t h e  s e n s e  
t h a t  Kuhn h a s  u s e d  t h e  t e r m :  c o n c e p t u a l  s c h e m e s ,  w h ic h  t h e m s e l v e s
a r e  n e i t h e r  m o d e l s  no r  t h e o r i e s  b u t  s t a n d p o i n t s  f r o m  w h ic h  m ode ls  
c a n  be  g e n e r a t e d  and t h e o r i e s  d e v e l o p e d . 12 T h i s  i s  p a r t i c u l a r l y
1B e l l ,  " P o s t - I n d u s t r i a 1 S o c i e t y , "  p .  158 .
^ I b i d . Kuhn m os t  e m p h a t i c a l l y  s u g g e s t s  t h a t  t h e  p r i o r i t y  
o f  s u c h  a p a r a d i g m  p r o v i d e s  t h e  s c i e n t i s t s  w i t h  a c r i t e r i o n  f o r  
c h o o s i n g  p r o b l e m s  t h a t  c a n  be  a s su m ed  t o  h ave  s o l u t i o n s .  They can  
a g r e e  i n  t h e i r  i d e n t i f i c a t i o n  o f  a p a r a d i g m  w i t h o u t  a g r e e i n g  on , 
o r  e v e n  a t t e m p t i n g  t o  p r o d u c e ,  a f u l l  i n t e r p r e t a t i o n  o r  r a t i o n a l i ­
z a t i o n  o f  i t .  Lack  o f  a s t a n d a r d  i n t e r p r e t a t i o n  o r  o f  a n  a g r e e d  
r e d u c t i o n  t o  r u l e s  w i l l  n o t  p r e v e n t  a p a r a d i g m  f ro m  g u i d i n g  r e ­
s e a r c h .  Normal s c i e n c e  c a n  be  d e t e r m i n e d  i n  p a r t  by  t h e  d i r e c t  
i n s p e c t i o n  o f  t h e  p a r a d i g m s ,  a p r o c e s s  t h a t  i s  o f t e n  a i d e d  by b u t  
d o e s  n o t  d e p e n d  upon t h e  f o r m u l a t i o n  of  r u l e s  and  a s s u m p t i o n s .  
I n d e e d ,  a s  Kuhn s a y s ,  t h e  e x i s t e n c e  o f  a p a r a d i g m  n e e d  n o t  e v e n  
im p ly  t h a t  any  f u l l  s e t  o f  r u l e s  e x i s t s .  T h u s ,  p a r a d i g m s  may be 
p r i o r  t o ,  more b i n d i n g ,  and  more c o m p l e t e  t h a n  any  s e t  o f  r u l e s  
f o r  r e s e a r c h  t h a t  c o u l d  be u n e q u i v o c a l l y  a b s t r a c t e d  f r o m  th e m .  
C o n s e q u e n t l y ,  p a r a d i g m s  c o u l d  d e t e r m i n e  n o r m a l  s c i e n c e  w i t h o u t  
t h e  i n t e r v e n t i o n  o f  d i s c o v e r a b l e  r u l e s .  See  Kuhn, The S t r u c t u r e  
o f  S c i e n t i f i c  R e v o l u t i o n s ,  p p .  3 5 - 5 1 ,  1 7 5 - 1 8 2 .  A l s o ,  s e e  M i c h a e l  
P o l a n y i ,  P e r s o n a l  K n o w le d g e : Toward  a_ P o s t - C r i t i c a  1 P h i l o s o p h y
(New Y ork :  H a r p e r  & Row, P u b l i s h e r s ,  1 9 0 4 ) ,  c h s .  v a n d  v i ;  a n d
The T a c i t  D i m e n s i o n  (G a rd e n  C i t y ,  N. J . :  D o u b le d a y  & C o . ,  I n c . ,
1 9 0 0 ) .  F o r  a s h o r t  b u t  b r i l l i a n t  s t a t e m e n t  on t h e  same s u b j e c t ,  
a r t i c u l a t i n g  P o l a n y i ' s  l i f e l o n g  w o rk ,  s e e  h i s  " G e n iu s  i n  S c i e n c e , "  
E n c o u n t e r .  J a n u a r y ,  1972,  p p .  4 3 - 5 0 .  I t  s h o u l d  be  n o t e d  h e r e  t h a t  
K u h n ' s  n o t i o n  o f  " p a r a d i g m , "  t h o u g h  m os t  c e l e b r a t e d ,  i s  a l s o  a 
much m a l i g n e d  and  a b u s e d  t e r r a .  By one c o u n t  i t  ha s  t w e n t y - t h r e e  
d i f f e r e n t  m e a n i n g s .  F o r  our p u r p o s e ,  h o w e v e r ,  t h e  n o t i o n  o f  
" p a r a d i g m "  i s  t a k e n  i n  t h e  s e n s e  o f  a n  e x e m p l a r - - t h e  s p e c i f i c ,
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i m p o r t a n t  i n  a c c o u n t i n g ,  w h ic h  i s  c u r r e n t l y  i n  a s t a t e  o f  f l u x  
a n d  d o e s  n o t  h a v e  t h e  p a r a d i g m  n e c e s s a r y  f o r  i t  t o  be c l a s s i f i e d  
a s  a n o r m a l  s c i e n c e  i n  w h ic h  o n ly  p u z z l e - s o l v i n g  i s  n e e d e d . ^ - 
T h u s ,  t o d a y  p e r h a p s  more t h a n  a t  any o t h e r  t i m e  i n  t h e  h i s t o r y  o f  
a c c o u n t i n g ,  we a r e  i n  n e e d  o f  t h e o r e t i c a l  c o n c e p t s  w h ic h  c a n  p r o ­
v i d e  t h e  b a s i s  f o r  a l o g i c a l ,  c o n s i s t e n t ,  and  a r t i c u l a t e d  s e t  o f  
a c c o u n t i n g  p r a c t i c e s . “  The p r e s e n t  i n q u i r y  w i l l  a t t e m p t  t o  i n ­
c o r p o r a t e  s u c h  c o n c e p t s  i n  a f r a m e w o rk  w h ic h  w i l l ,  h o p e f u l l y ,  
p r o v i d e  a b a s i s  f o r  t h e  p o s t - i n d u s t r i a l  a c c o u n t i n g  f u n c t i o n .
c o n c r e t e  p u z z l e - s o l u t i o n  w h i c h ,  e m p lo y e d  a s  a m ode l  o r  e x a m p l e ,  
c a n  r e p l a c e  e x p l i c i t  r u l e s  a s  a b a s i s  f o r  t h e  s o l u t i o n  o f  t h e  r e ­
m a i n i n g  p u z z l e s  o f  n o r m a l  s c i e n c e .  S e e  M a r g a r e t  M as te rm a n ,  "The 
N a t u r e  o f  a P a r a d i g m , "  C r i t i c i s m  and t h e  Growth  o f  Know ledge ,  
e d .  by Imre L a k a t o s  and  A l a n  M usgrave  (C a m b r id g e :  C am br idge
U n i v e r s i t y  P r e s s ,  1 9 7 0 ) ,  p p .  5 9 - 9 0 ;  an d  Kuhn, The S t r u c t u r e  o f  
S c i e n t i f i c  R e v o l u t i o n s ,  p p .  1 7 5 - 1 8 2 ,  187.
^ ■ S t e r l i n g ,  " I n t r o d u c t i o n , "  p .  4 0 5 .  As Kuhn w r i t e s ,  t h e  
p u z z l e s  a r e  t h a t  s p e c i a l  c a t e g o r y  o f  p r o b l e m  t h a t  c a n  s e r v e  t o  
t e s t  i n g e n u i t y  or  s k i l l  i n  s o l u t i o n .  I n  a n o r m a l  s c i e n c e ,  a s  we 
a l r e a d y  h a v e  p a r a d i g m s ,  n o t  t h e  i n t r i n s i c  v a l u e  b u t  t h e  a s s u r e d  
e x i s t e n c e  o f  t h e  s o l u t i o n  i s  t h e  c r i t e r i o n .  S e e  Kuhn, The 
S t r u c t u r e  o f  S c i e n t i f i c  R e v o l u t i o n s ,  p p .  3 0 - 3 7 .  A l s o ,  s e e  
P o l a n y i ,  " G e n i u s  i n  S c i e n c e , "  p p .  4 0 - 4 7 .
^Edwin  H. C a p l a n ,  " A c c o u n t i n g  R e s e a r c h  a s  a n  I n f o r m a t i o n  
S o u r c e  f o r  T h e o ry  C o n s t r u c t i o n , "  R e p o r t  o f  t h e  C o m m i t t e e  on 
R e s e a r c h  M e th o d o l o g y  i n  A c c o u n t i n g ,  S t e r l i n g ,  c h a i r m a n ,  p .  430 .  
F o r  d e v e l o p i n g  a r e l e v a n t  a n a l y t i c a l  f r a m e w o r k ,  Leon and H e i l -  
b r o n e r  a l s o  t a l k  a b o u t  t h e  n e e d  f o r  new c o n s t r u c t s ,  p a r t i c u l a r l y  
t h o s e  h a v i n g  t o  do  w i t h  t h e  d e v e l o p m e n t  o f  t e c h n o l o g y .  S ee  
P a b l o  L e o n ,  S t r u c t u r a 1 Change and  G row th  o f  C a p i t a l i s m ; A S e t  o f  
H y p o t h e s e s ,  t r a n s .  an d  r e v .  by t h e  a u t h o r  ( B a l t i m o r e :  J o h n s
H o p k in s  P r e s s ,  19C7) ;  an d  R o b e r t  L .  H e i l b r o n e r ,  "On t h e  L i m i t s  
o f  E conom ic  P r e d i c t i o n , "  D i o g e n e s ,  Summer,  1970, p .  3 9 .  In  
e c o n o m i c s ,  a s  S a m u e l s o n  s u g g e s t s ,  i t  makes  a t r e m e n d o u s  d i f f e r ­
e n c e  w h e t h e r  o r  n o t  a new p>aradigm h a s  b e e n  f o u n d  t h a t  g i v e s  t h e  
e c o n o m i s t s  a c o h e r e n t  way o f  t h i n k i n g  a b o u t  p r e v i o u s l y  known 
f a c t s .  He t h i n k s  t h a t  s u c h  a new p a r a d i g m  was p r o v i d e d  i n  t h e  
t h i r t i e s  by t h e  m o n o p o l i s t i c - c o m p e t i t i o n  r e v o l u t i o n  i n  e c o n o m ic  
t h e o r y .  S e e  P a u l  A. S a m u e l s o n ,  " L i b e r a l i s m  a t  B a y , "  S o c i a  1
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F .  U t i l i t y  c f  C o n c e p t s  
I n  a c o n c e p t u a l  scheme one g ro u p s  t o g e t h e r  d i v e r s e  a t ­
t r i b u t e s  or  p r o p e r t i e s  o f  a n  o b j e c t  or e x p e r i e n c e ,  i n  a h i g h e r  
o r d e r  o f  a b s t r a c t i o n ,  t o  r e l a t e  w i t h  o r  d i s t i n g u i s h  them f ro m  
o t h e r  o b j e c t s  or  e x p e r i e n c e s . ^  I t  i s  common i f  n o t  n o r m a l  f o r  
a t h e o r y  t o  be f o r m u l a t e d  i n  t e r m s  o f  t y p e s  o f  i d e a l  c o n c e p t s  
w h ic h  f o r  t h e  m os t  p a r t  a r e  n o t  d e s c r i p t i v e  o f  a n y t h i n g  e x p e r i ­
m e n t a l l y  o b s e r v a b l e .  T h e r e  i s ,  n e v e r t h e l e s s ,  a r a t i o n a l e  f o r  
u s i n g  them i n  t h e o r y  c o n s t r u c t i o n ,  b e c a u s e  t h e y  h e l p  t o  p l a c e  
t h e o r y  i n  a r e l a t i v e l y  s i m p l e  an d  c l e a r e r  f o r m u l a t i o n . '
The  s i m p l i c i t y  and  c l a r i t y  o f  t h e s e  c o n c e p t s  u n d o u b t e d l y  
e n t e r  i n t o  t h e  f o r m u l a t i o n  o f  t h e o r i e s .  Weber a r g u e d  t h a t  t h e  
m a jo r  g o a l  o f  s o c i a l  s c i e n c e  was t o  a c h i e v e  c l a r i t y  c o n c e r n i n g
R e s e a r c h ,  XXXIX ( S p r i n g ,  1 9 7 2 ) ,  19 .  However ,  w i t h  a r e m i n d e r  
t h a t  t h e  f u n c t i o n  o f  a s c i e n t i f i c  p a r a d i g m  i s  t o  p r o v i d e  a f r a m e ­
w ork  f o r  n o rm a l  s c i e n c e ,  So low  f e a r s  t h a t  t h e r e  i s  o f t e n  a d a n g e r  
t h a t  some m ig h t  c o r r u p t  K u h n ' s  n o t i o n  and  t a k e  i t  a s  mere  l i c e n s e  
f o r  a l o t  o f  l o o s e  t h i n k i n g .  He c h a r g e s  t h a t  t h e  r a d i c a l  e c o n o ­
m i s t s  h ave  done j u s t  t h a t  i n  e c o n o m i c s .  S ee  R o b e r t  M. S o lo w ,
"The  S t a t e  o f  E c o n o m i c s , "  The A m e r ic a n  Econom ic  R ev iew ,  P a p e r s  
an d  P r o c e e d i n g s ,  LXI (May, 1 9 7 1 ) ,  t>3-o4. Fo r  a n  i n t e r e s t i n g  d i s ­
c u s s i o n  on hew a p a r a d i g m  makes a l l  t h e  d i f f e r e n c e  i n  i n t e r p r e t i n g  
t h e  s o c i o e c o n o m i c  r e a l i t i e s  a s  v iew ed  t h r o u g h  t h e  c o n v e n t i o n a l  v s .  
r a d i c a l  e c o n o m i c s ,  s e e  J o h n  G. G u r l e y ,  "The S t a t e  o f  P o l i t i c a l  
E c o n o m i c s , "  i b i d . , p p .  5 3 - o j ,
^ D a n i e l  B e l l ,  "The A dequacy  o f  Our C o n c e p t s , "  i n  A_ G r e a t  
S o c i e t y ? e d .  by B e r t r a m  G r o s s  (New Y ork :  B a s i c  B ooks ,  I n c . ,
1 9 0 8 ) ,  p .  127.
“ E r n e s t  N a g e l ,  The S t r u c t u r e  o f  S c i e n c e : P r o b le m s  i n  t h e
L o g i c  o f  S c i e n t i f i c  E x p l a n a t i o n  (New York :  H a r c o u r t ,  B r a c e  &
W o r ld ,  I n c . ,  1 9 o l ) ,  p p .  1 2 9 - 1 5 2 .  A l s o ,  s e e  ICaplan,  The C o n d u c t  
o f  I n q u i r y ,  p p .  5 3 - 5 4 ,
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t h e  s i t u a t i o n s  i n  w h ic h  men s e l e c t  and  a c t  on t h e i r  v a l u e s - -  
c l a r i t y  t h a t  h e l p s  t h e  i n d i v i d u a l  " t o  g i v e  h i m s e l f  a n  a c c o u n t  
o f  t h e  u l t i m a t e  m e a n in g  o f  h i s  own c o n d u c t . " *
G. Models  o f  E x p l a n a t i o n
To f o r m u l a t e  a c o n c e p t u a l  scheme t h a t  a t t e m p t s  t o  a c h i e v e  
t h e  o b j e c t i v e s  o f  s i m p l i c i t y  a n d  c l a r i t y ,  t h i s  i n q u i r y  w i l l  u s e  
two a c c o u n t s  o f  r e a s o n s  w h ic h  p r o v i d e  u n d e r s t a n d i n g  a n d  t h e r e b y  
e x p l a n a t i o n .  K a p la n  c a l l s  them t h e  " p a t t e r n  model  o f  e x p l a n a t i o n "  
and  t h e  " d e d u c t i v e  m o d e l . "  I n  t h e s e  m o d e l s ,  r o u g h l y ,  we know t h e  
r e a s o n  f o r  s o m e t h i n g  e i t h e r  when we c a n  f i t  i t  i n t o  a known 
p a t t e r n ,  or when we c a n  d ed u ce  i t  f r o m  o t h e r  known t r u t h s .  Both  
m o d e ls  a r e  o v e r l a p p i n g .  From t h e  n a t u r e  o f  t h e  w ho le  p a t t e r n  and  
some o f  i t s  p a r t s  we c a n  d e d u c e  t h e  o t h e r s .  C o n v e r s e l y ,  a d e d u c ­
t i v e  r e l a t i o n s h i p  m ig h t  i t s e l f  be  v i e w e d  a s  c o n s t i t u t i n g  a c o g n i ­
t i v e  p a t t e r n .  T h u s ,  t h e s e  two m o d e ls  may s e r v e  a u s e f u l  p u r p o s e  
i n  m e th o d o lo g y  b e c a u s e  t h e y  p r o v i d e  two d i f f e r e n t  r e c o n s t r u c t i o n s  
o f  e x p l a n a t i o n . "
I n  a p a t t e r n  m ode l  s o m e t h i n g  i s  e x p l a i n e d  when i t  i s  s o  
r e l a t e d  t o  a s e t  o f  o t h e r  e l e m e n t s  t h a t  t o g e t h e r  t h e y  c o n s t i t u t e  
a u n i f i e d  s y s t e m .  U n d e r s t a n d i n g  o f  t h e  p a t t e r n  m ode l  i s  t o t a l -  
s y s t e m i c ,  t h a t  i s ,  we u n d e r s t a n d  s o m e t h i n g  by  i d e n t i f y i n g  i t  a s
*Max W eber ,  From Max W e b e r : E s s a y s  i n  S o c i o l o g y . t r a n s . ,
e d . ,  and  w i t h  an  I n t r o d u c t i o n  by H. H. G e r t h  a n d  C. W r ig h t  M i l l s  
(New Y ork :  O x f o r d  U n i v e r s i t y  P r e s s ,  1 9 4 o ) ,  p. 1 52 .
^ K a p l a n ,  The C onduct  o f  I n q u i r y ,  p .  3 3 2 .
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a s p e c i f i c  p a r t  i n  an  o r g a n i z e d  w h o l e .  I t  i s  a m a t t e r  o f  p e r c e p ­
t i o n  o f  r e l a t i o n s h i p s .  The unknown i s  i d e n t i f i e d  w i t h  s o m e t h i n g  
known, th o u g h  n o t  by wav o f  i t s  l o c a l  p r o p e r t i e s  b u t  i n  t e r m s  o f  
i t s  p l a c e  i n  a n e t w o r k  o f  r e l a t i o n s . *
I n  a d e d u c t i v e  model  o f  e x p l a n a t i o n ,  a n  e v e n t  i s  e x p l a i n e d  
by s u b su m in g  i t  u n d e r  g e n e r a l  l a w s ,  i . e . ,  by sh o w in g  t h a t  i t  o c ­
c u r r e d  i n  a c c o r d a n c e  w i t h  t h o s e  laws by  v i r t u e  o f  t h e  r e a l i z a t i o n  
o f  c e r t a i n  s p e c i f i e d  a n t e c e d e n t  c o n d i t i o n s .  The e x p l a n a t i o n  o f  a 
g e n e r a l  r e g u l a r i t y  c o n s i s t s  i n  s u b su m in g  i t  u n d e r  a n o t h e r ,  more 
c o m p r e h e n s i v e ,  r e g u l a r i t y  u n d e r  a more g e n e r a l  l a w . -  T h a t  i s ,  
t h e  d e d u c t i v e  e x p l a n a t i o n  shows t h a t  on t h e  b a s i s  o f  w h a t  we a l ­
r e a d y  know, s o m e t h i n g  c o u ld  n o t  be o t h e r w i s e .  W h a te v e r  p r o v i d e s  
t h i s  e l e m e n t  o f  n e c e s s i t y  s e r v e s  a s  an  e x p l a n a t i o n .  The g r e a t
power o f  t h e  d e d u c t i v e  model  c o n s i s t s  i n  t h e  c l e a r  and  s i m p l e
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way i n  w h ic h  t h e  n e c e s s i t y  i s  a c c o u n t e d  f o r .
I t  i s  hoped  t h a t  w h a t  w i l l  em erge  h e r e  i s  w h a t  L e o n t i e f  
c a l l s  t h e  p r a g m a t i c  t e l e o l o g i c a l  r a t h e r  t h a n  t h e  d e t e r m i n i s t i c  
e x p l a n a t i o n  o f  s o c i a l  phenom ena .  O n ly  w i t h  t h i s  k i n d  o f  e x p l a n a ­
t i o n  c a n  any  a d v a n c e  i n  o u r  u n d e r s t a n d i n g  o f  s o c i o e c o n o m i c  r e a l i t y
*I b i d . T h i s  p r o c e s s  o f  e x p l a n a t i o n  b o r d e r s  upon i n t e r p r e ­
t a t i o n ,  w h ich  W alsh  c a l l s  " c o l l i g a t i o n . "  H ere  a s u c c e s s i o n  of  
e v e n t s  a r e  s e e n  n o t  a s  a b a r e  s e q u e n c e ,  b u t  a s  a c o n f i g u r a t i o n  
made m e a n i n g f u l  by c o n n e c t i o n s .  An e v e n t  i s  e x p l a i n e d  by  t r a c i n g  
i t s  i n t r i n s i c  r e l a t i o n s  t o  o t h e r  e v e n t s  and  l o c a t i n g  i t  i n  i t s  
s y s t e m i c  c o n t e x t .  See  W. H. W alsh ,  I n t r o d u c t i o n  t o  P h i l o s o p h y  o f  
H i s t o r y  (London :  H u t c h i n s o n ' s  U n i v e r s i t y  L i b r a r y ,  1 9 5 1 ) ,  p .  59 .
^C ,  G. Hempel and  P .  Oppenheira ,  "The  L o g i c  o f  E x p l a n a t i o n , "  
P h i l o s o p h y  o f  S c i e n c e ,  XV ( 1 9 4 8 ) ,  1 3 5 - 1 7 5 .
^ K a p la n ,  The C o n d u c t  o f  I n q u i r y ,  p .  339 .
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be v i s u a l i z e d  a s  a g r a d u a l  t i g h t e n i n g  o f  t h e  e x p l a n a t o r y  s c h e m e .  
The i n t r o d u c t i o n  o f  new, p r e v i o u s l y  unknown r e l a t i o n s h i p s  among 
t h e  v a r i a b l e s  r e d u c e s ,  s t e p - b y - s t e p ,  t h e  r a n g e  o f  i n d e t e r m i n a n c y  
t h a t  c h a r a c t e r i z e s  a l l  k n o w le d g e .  Each  a d d i t i o n a l  b i t  o f  i n f o r ­
m a t i o n  a b o u t  t h e  s o c i e t a l  s t r u c t u r e s  and  p r o c e s s e s  m ig h t  add  t o  
our know ledge  o f  wha t  c a n  and  c a n n o t  be  a c c o m p l i s h e d . ^
H. A Leap  o f  F a i t h  
T h e se  a r e  m e r e l y  p o i n t s  o f  d e p a r t u r e ,  a n d ,  o f  c o u r s e ,  a r e  
n o t  t o  be  t a k e n  a s  d e f i n i t i v e  m ethods  o f  t h i s  i n q u i r y .  To do  s o  
w ould  be  t o  v i o l a t e  t h e  b a s i c  t e n e t  o f  s c i e n c e .  The c a n o n s  o f  
i n q u i r y  a r e  t h e m s e l v e s  d i s c o v e r e d  i n  t h e  p r o c e s s  o f  r e f l e c t i o n ,  
and  may t h e m s e l v e s  become m o d i f i e d  i n  t h e  c o u r s e  o f  a s t u d y . ~
To t h e  e x t e n t  t h a t  t h i s  i n q u i r y  and  i t s  m e thods  may s e e n  a b i t  
a l i e n ,  we r e f e r  t o  t h e  f o l l o w i n g  o b s e r v a t i o n  by S t e r l i n g ,  w h ich
^ W a s s i ly  L e o n t i e f ,  "The L i m i t s  o f  E c o n o m i c s , "  r e v i e w  o f  
B e tw een  C a p i t a l i s m  a n a  S o c i a l i s m : E s s a y s  i n  P o l i t i c a 1 E c o n o m ic s .
by  R o b e r t  L .  H e i l b r o n e r ,  i n  The New York Rev iew  o f  B o o k s . J u l y  2 9 ,  
1972 ,  p p .  3 0 - 3 3 .  L e o n t i e f  f u r t h e r  s u g g e s t s  t h a t  c l a s s i c a l  e c o ­
nom ics  a n d ,  t o  some e x t e n t ,  n e o c l a s s i c a l  e c o n o m ic s  h a v e  b e e n  
g u i d e d  by t h e  d e t e r m i n i s t i c  e x p l a n a t i o n  w h e re  t h e  f u n c t i o n i n g  o f  
t h e  e c o n o m ic  s y s t e m  a s  a whole  i s  e x p l a i n e d  by a n a l y z i n g  a b l i n d  
m e c h a n i c a l  i n t e r a c t i o n  o f  h o u s e h o l d s ,  b u s i n e s s ,  t r a d e  u n i o n s ,  and  
g o v e r n m e n t a l  o r g a n i z a t i o n s ,  a l l  t r y i n g  t o  m ax im ize  t h e i r  i n t e r e s t s .  
I b i d . One e x am p le  o f  s u c h  a d e t e r m i n i s t i c  e x p l a n a t i o n  i s  what 
S a m u e l s o n  s a i d  i n  h i s  N o b e l  P r i z e  a d d r e s s .  He s u g g e s t e d  t h a t  n o t  
o n l y  t h e  a c t i o n s  o f  c o n su m e rs  and  p r o d u c e r s  b u t  e v e n  t h e  b e h a v i o r  
o f  N e w t o n ' s  f a l l i n g  a p p l e  c o u l d  be i n t e r p r e t e d  a s  i f  t h e y  were  
s o l u t i o n s  t o  t h e  a p p r o p r i a t e l y  f o r m u l a t e d  m a x i m i z i n g  or m i n i m i z i n g  
p r o b l e m .  S e e  P a u l  A. S a m u e l s o n ,  "Maximum P r i n c i p l e s  i n  A n a l y t i c a l  
E c o n o m i c s , ' ’ The A m e r i c a n  Econom ic  R ev iew .  LXII ( J u n e ,  1 9 7 2 ) ,  2 4 9 -  
2 5 5 .
■^Morris R. Cohen and  E r n e s t  N a g e l ,  An I n t r o d u c t i o n  t o  
L o g i c  and  S c i e n t i f i c  Methods  (New York:  H a r c o u r t ,  B r a c e  t. W o r ld ,
I n c . ,  1 9 3 4 ) ,  p p .  3 9 5 - 3 9 0 .
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i s  notew orthy fo r  i t s  sp a c io u s  v i s io n :
S in c e  the r e se a r c h  Methods depend upon the q u e s t io n s  
and s in c e  I am u n w i l l in g  t o  p la c e  r e s t r i c t i o n s  on 
q u e s t io n s ,  i t  f o l l o w s  th a t  I am u n w i l l in g  t o  p la c e  
r e s t r i c t i o n s  on Methods. I con clu d e t h e r e f o r e ,  th a t  
a l l  o f  th e  r e se a r c h  Methods froM a l l  o f  th e s e  o th er  
d i s c i p l i n e s  are  a p p r o p r ia te  f o r  a c c o u n t in g .  To put 
i t  another way, th e  g o a l  o f  r e se a r c h  i s  t o  o b ta in  
r e s u l t s  which w i l l  c o n tr ib u te  t o  our knowledge.
The danger o f  e x c lu d in g  a r e s e a r c h  Method i s  t h a t ,  
in  s o  d o in g ,  we w i l l  be e x c lu d in g  some r e se a r c h  
r e s u l t s  which sa y  c o n tr ib u te  to  our know ledge. To 
a v o id  t h i s  danger , I am u n w i l l in g  to  e x c lu d e  any 
r e s e a r c h  methods, and t h e r e f o r e ,  I must in c lu d e  a l l  
r e s e a r c h  m ethods.
B a r l i e r  i t  was s t a t e d  th a t  to  some e x t e n t  t h i s  in q u ir y  
i s  an adventure  o f  id e a s .  Such ad ven tures  do n ot a lw ays  p ro v id e  
s a t i s f a c t o r y  answ ers; they  may not even  p ro v id e  any an sw ers.  
C o n seq u en tly ,  a s  P o la n y i  p u ts  i t  s o  w e l l ,  a s c i e n t i f i c  d i s c o v e r y  
r e q u ir e s  the jumping o f  a " l o g i c a l  gap" and one can never be sure  
o f  h i s  a b i l i t y  to  make the jump u n t i l  he has t r i e d .^  Thus, the
^ S t e r l in g ,  " In tr o d u c t io n ,"  p . 403.
^ P o la n y i ,  P e r so n a l  Knowledge, p . 123. P o la n y i c o n s i s t e n t ­
l y  d e a l s  w ith  the same theme in  many o f  h i s  w r i t i n g s .  For 
in s t a n c e ,  e lse w h e r e  he w r i t e s :
In a c c e p t in g  the ta sk  o f  p u rsu in g  a problem, the s c i e n t i s t  
assumes i t  t o  be a good problem: a problem th a t  he can
s o lv e  by h i s  own g i f t s  and equipment and th a t  i s  worth  
u n d ertak in g  in  comparison w ith  o th er  a v a i l a b l e  p o s s i b i l ­
i t i e s .  He must e s t im a te  t h i s ;  and such e s t im a t e s  are  
g u e s s e s .  But such g u e s se s  have proved s u f f i c i e n t l y  good 
to  se c u r e  the p ro g ress  o f  s c i e n t i f i c  en q u iry  w ith  a 
re a so n a b le  degree  o f  e f f i c i e n c y .  I t  i s  rare  to  come 
a c r o s s  y ea rs  o f  f u t i l e  e f f o r t s  w asted , or e l s e  to  f in d  
th a t  Major o p p o r tu n it ie s  were p a t e n t ly  m issed .  Indeed,  
the o p p o r t u n i t ie s  fo r  d i s c o v e r y  are s o  e f f e c t i v e l y  e x ­
p l o i t e d  th a t  the same d is c o v e r y  i s  o f t e n  made s im u lta n eo u s  
l y  by two or th r e e  d i f f e r e n t  s c i e n t i s t s .  There i s  no 
d ou b t,  t h e r e fo r e ,  o f  the s c i e n t i s t ' s  c a p a c i ty  t o  a s s e s s  
in  o u t l i n e  the  cou rse  o f  an en q u iry  th a t  w i l l  lead  t o  a
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s e le c t io n  at a resea rch  q u es tio n  r eq u ire s  a leap  o f  f a i t h .  In* 
deed , we cannot knew th a t we w i l l  be a b le  to  ob ta in  an answer 
u n t i l  a f t e r  the resea rch  has been p e r fo r we d . Thus, "one o u st  
address a research  q u estio n  because he b e l ie v e s  th a t he can ob- 
ta in  an answer and th a t the answer i s  l ik e ly  to  be im portant."*
r e s u l t  which, a t  the t in e  he makes h is  a s s e s sn e n t ,
i s  e s s e n t i a l ly  in d eterm in a te .
See P o la n y i, "Genius in  S c ien ce ,"  p . 44 .
*S te r  l in g ,  " In trod u ction ,"  p . 402. There i s  alw ays a 
p o s s i b i l i t y  o f  s e r e n d ip ity . Merton has em phasised t h i s  idea  
p a r t ic u la r ly  in  r e la t io n  to  s o c ia l  s c ie n c e s .  S e r e n d ip ity  r e fe r s  
to  the happy circum stance in  resea rch  o f  f in d in g  va lu ab le  or 
agreeab le  th in g s th a t were not sought fo r  in  the course one 
o r ig in a l ly  la id  o u t . See Robert K. Merton, " S in g le to n s and 
M u ltip le s  in  S c i e n t i f i c  D iscovery : A Chapter in  S o c io lo g y  o f
S c ie n c e ,"  Proceedinga o f  the American P h ilo so p h ic a l S o c ie ty .
CV (O ctober, 1961), 470-486 . See a ls o  D an ie l B e l l ,  "The Year 
2000--The T rajectory  o f an Id ea ,"  in  Toward the Year 2000:
Work in  P ro g ress , e d . by D an ie l B e ll  (B oston: Beacon P r e ss ,
1969), p . 4 . A lso , Kuhn warns a g a in s t  e x p e c tin g  much n o v e lty  
in  resea rch  r e s u l t s .  He n o te s  th a t the moet s t r ik in g  fe a tu r e  o f  
normal resea rch  problems i s  how l i t t l e  they  aim to  produce major 
n o v e l t ie s ,  cenceptw al or phenomenal. Bven the p r o je c t  whose g o a l  
i s  paradigm a r t ic u la t io n  does not aim a t  the unexpected n o v e lty .  
See Kuhn, The S tru c tu re  o f  S c i e n t i f i c  R e v o lu tio n s, p . 35 .
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A. Concept
The concept o f  the p o e t- in d u e tr ie  I s o c ie t y  d e a ls  p r im ari­
ly  w ith  the long-run s tr u c tu r a l changes in  the s o c ie t y .  As a 
con cep tu a l echeme, i t  i s  the s e le c t io n  o f  p a r t ic u la r  a t t r ib u te s  
fro n  a complex r e a l i t y  and th e ir  grouping under a common ru b r ic  
in  order to  d is c e r n  s i m i la r i t i e s  and d if f e r e n c e s .  The terms 
feu d a lism  or c a p ita lism  are a sequence o f  con cep tu a l schemes in  
the M arxist framework a long the a x is  o f  property  r e la t io n s .  L ik e­
w ise , the terms p r e - in d u s tr ia l ,  in d u s tr ia l ,  and p o s t - in d u s tr ia l  
are in  a concep tu al sequence a lon g  the a x is  o f  produ ction  and the
kinds o f knowledge u t i l i s e d .  D w ellin g  on an a x is ,  we can h ig h -
2l ig h t  the s i m i la r i t i e s  or d if fe r e n c e s  anong th ese  s t a g e s .
The fo llo w in g  sou rces have been p e r t ic u la r ly  u s e fu l  in  
d eve lop in g  t h i s  and the next chapter: " P o s t-In d u str ia l S o c ie t y - -
A Sym posiun,” p a r t ic ip a te d  in  by D an ie l B e l l ,  Jeen Ploud, P eter  
W iles, F ran co is B ourricaud, G iovanni S a r to r i ,  and K en'chi 
Tominaga, and a v a ila b le  in  Survey. XVI (W inter, 1971), 1-77; 
D a n ie l B e l l ,  "The P o s t - I n d u s tr ia l  S o c ie ty ,"  pp. 102-108; D a n ie l 
B e l l ,  "Notes on the P o s t -In d u s tr ia l  S o c ie ty  ( I ) ,"  The PO bllc  
I n te r e s t .  W inter, 1907, pp. 2 4 -3 5 ; D an ie l B e l l ,  "Notes on the  
P e s t - I n d u s tr ia l  S o c ie ty  ( I I ) ,"  The P u b lic  I n t e r e s t .  S p rin g , 1907, 
pp. 102-118; and D a n ie l B e l l ,  "The Measurement Knowledge and 
T ech nology ," in  In d ie s to r e  o f  S o c ia l  Change: Concepts end
M esseren en ts. e d . by B leenor Bernert Sheldon end W ilbert B. Moore 
(New York: R u ss e ll  So go Foundation, 1908), pp. 145-240. Many o f
the r e fe r e n c e s  throughout t h is  in q u iry  were f i r s t  found in  B e l l ' s  
above works and then la te r  traced  to  th e ir  o r ig in a l  sou rces for  
fu r th er  r ese a rc h .
^ B e ll ,  "The P o s t-In d u s tr ia l  S o c ie ty ,"  pp. 158-105. Fur­
th e r , th e  concept o f  the p o s t - in d u s tr ia l  s o c ie ty  as i t  i s  used  
here i s  more o f  an exp lan atory  key which can be a p p lied  both  in  
r e tr o e p e c tio n  and fo r e c a s t in g . In t h is  p e r sp e c t iv e . Communism 
can be seen  n ot a s  a "next" s ta g e  in  h is to r y  as Cosuminists u su ­
a l ly  argue, but sim ply  a s  one o f  a number o f  a l t e r n a t iv e  modes
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B. T h c o r t t lo t l  K a w ltd g tt  Tha C h ie f G anglion
In tha p a s t - in d u s tr ia l  s o c ie t y ,  tha econeny has nosad  
fr o a  baing p radon inan tly  angagad in  tha production  o f  goads to  
a preoccu p ation  w ith  s e r v ic e s ,  r ese a rc h , ed u ca tion , and a n e n i-  
t i a a .  Tha p r o fa s s io n a l- ta c h n io a l c laaa  has bacons tha aa jor  
occu p a tio n a l group. Most s ig n i f i c a n t ly ,  in n ovation  in  s o c i e t y - -  
as r a f la c ta d  in  tha changing r a ia t io n a h ip  o f  sc ian oa  ta  te c h n o lo ­
gy , and ece n o a ics  to  p o l i t y - - i s  a a u r v iv a l ia p e r a t iv a . In auch a 
s o c ie t y ,  knowledge, p a r t ic u la r ly  th e o r e t ic a l  knowledge, i s  c e n tr a l ,  
fo r  nodern in n ova tion s are alw ays dependent upon advances in  t h i s  
kind o f  k n o w led g e --sy sta n a tic , p u rp o se fu l, and o r g a n ise d .1
In the p a s t - in d u s tr ia l  s o c ie t y  n o st in d iv id u a ls  are gen er­
a l l y  freed  fr o a  in d u s tr ia l  p rod u ction . In stead  o f working on 
a ssen b ly  l in e s  and a t  other kinds o f p r e - in d u s tr ia l  and in d u s tr ia l  
ta sk s , they do work which r e l iv e  h e a v ily  on s p e c ia l  knowledge and 
s k i l l ,  e i th e r  in  c r e a tin g  or wanning production  f a c i l i t i e s  or in  
working w ith  huaan b e in g s . Thus, i f  the h a n d -a il l  waa c e n tr a l to
o f in d u s t r ia l i s a t io n .  In th e  C oanunist n a tio n s , in d u s tr ia l  s o ­
c i e t i e s  are crea ted  by s p e c i f i c a l l y  p o l i t i c a l ,  ra th er  than n ark et, 
a o d e la . In s o c i e t a l  e x p la n a tio n s , d if fe r e n c e s  do a r is e  because  
a v a r ie ty  o f  acholara uae a v a r ie ty  o f  d ec ip h er in g  keys and e x ­
p lan atory  se a r c h lig h ta . However, a l l  o f  then do need an ex p la n a ­
tory  key b efore  anyth ing e l s e .  That i s  what has been a ttea p ted  
in  the concept o f  the p o s t - in d u s tr ia l  s o c ie t y .  S ee  G iovanni 
S a r to r i ,  "T ech nologica l F o reca stin g  and P o l i t i c s ,"  Survey, XVI 
(W inter, 1971), 00; and B e l l ,  "The P o s t -In d u e tr ia l S o c ie ty ,"  p . 
ia a .
^ h i s  thane about the c e n tr a l i t y  o f  knowledge has been  
r e it e r a te d  by aany. Par a x a a p le , se e  B r se s in sk i, Between Two 
A ges, P t . I ;  B e l l ,  "The P a s t - I n d u s tr ia l  S o c ie ty ,"  pp. 158-165; 
B ould ing, Beyond B eanantes, pp. 158-175; and P eter P. Drucker,
The Age o f  D is c o n t in u ity : G u id e lin es  to  Our Changing S o c ie ty
(New York: Harper & Row, P u b lish e r e , 1909), pp. 38 -41 .
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tha feu d a l s o c ie t y ,  and tha stea m -m ill to  tha in d u s tr ia l  s o c ie t y ,  
to  use tha Marxian paradigm, th e o r e t ic a l  knowledge i s  c e n tr a l to  
the p o s t - in d u s tr ia l  s o c ie t y .
Table 1 i s  an e f f o r t  to  compute the p roportion  o f the 
g ro ss n a t io n a l product devoted to  the production  and d is tr ib u t io n  
o f  knowledge. I t  i s  e stim a ted  th a t in  1958 about 29 per cen t o f  
the e x is t in g  g ross n a tio n a l product, or $136,430 m il l io n , was 
spent for  knowledge.* Of co u rse , knowledge i s  a t  the b a s is  o f  
every  s o c ie t y ,  but in  the p o s t - in d u s tr ia l  s o c ie t y ,  what i s  c r u c ia l  
i s  not ju s t  a s h i f t  from property  or p o l i t i c s  to  knowledge as a 
new base o f  power, but rath er a change in  the character  o f  
knowledge i t s e l f . *
F r it s  Machlup, The P roduction  and D is tr ib u t io n  o f  
Knowledge in  the U nited  S ta te s  (P r in ce to n , N. J . :  P rin ceton
U n iv e r s ity  P ress , 1962), pp. 360-361 .
* B e ll ,  "Notes on the P o s t - I n d u s tr ia l  S o c ie ty  ( I I ) , M p . 2 8 . 
B e ll  fu rth er  a s s e r t s  th a t t h i s  i s  indeed the n e v e lty  o f  the  
fu tu re  s o c ie t y .  No s o c ie ty  h ith e r to  has had th is  fu n c t io n a l im­
p e r a tiv e  o f  knowledge. The p o in t emerges most O bviously from a 
comparison o f the s t y l e  o f  s c i e n t i f i c  in v en tio n  o f  the n in e teen th  
and e a r ly  tw e n tie th  c e n tu r ie s  which was led  by men who w ere, as 
B e ll  s a y s , in sp ir e d  and ta le n te d  th in k e r s . Their te c h n o lo g ic a l  
a c t i v i t y ,  in  s p i t e  o f  i t s  tremendous su c c e s s , was s t i l l  in  i t s  
s tr u c tu r e  what i t  had been through th e  ages: a c r a f t .  I t  was 
p r a c tic e d  by in d iv id u a ls  u s u a lly  working a lone and w ithout much 
form al ed u c a tio n . By th e  m iddle o f  the tw en tie th  oentury the  
te c h n o lo g ic a l a c t i v i t y  has became thoroughly p r o fe s s io n a l , based  
on s p e c i f i c  u n iv e r s ity  tr a in in g , as a r u le .  I t s  thorough s p e c i a l i ­
sa t io n  req u ires  th a t i t  be c a rr ie d  out in  s p e c ia l  i n s t i t u t io n s ,  
such as research  la b o r a to r ie s , which are governed by programs o f  
research  sy s te m a tic a lly  ex p lo r in g  a range o f probable consequences 
o f  some p a r t ic u la r  advance in  tho understanding o f the laws 
governing th e  behavior o f tho p h y s ic a l w orld. When one th in k s  o f  
the problems o f  managing a resea rch  and development program w ith  
an annual exp en d itu re  o f  s e v e r a l m il l io n  d o lla r s  in  modern c o r ­
p o r a tio n s , one b eg in s  to  have some sen se  o f the "primacy" of  
th eo ry . See Andrew S h o n fie ld , "Thinking About th e  Future,"
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TABUB 1
DISTRIBUTION OP THB PROPORTION OP THB GROSS 
NATIONAL PRODUCT SPENT ON KNGMLHDOB, 1958
Type o f knowledge and 
source o f  exp end itu res
Amount in  
m ill io n s  o f  
d o lla r s P ercentage
Education 6 0 ,194 44 .1
Research and development 10,990 8 .1
Communication media 38,369 2 8 .1
Inform ation machines 8 ,922 6 .5
Inform ation s e r v ic e s  (in com p lete) 17,961 13.2
T otal 136,436 100.0
E xpenditures made by:
Government 37,968 2 7 .8
B u siness 42,198 3 0 .9
Consumers 56 ,270 4 1 .3
T ota l 136,436 100 .0
Source: Macblup, The Production end D is tr ib u t io n  o f Knowledge
in  the U nited S ta te e , pp. 300-361.
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C. Th« U n iv e r s ity :  Th« Primary I a s t i t u t i s n
The p iv o ta l  nature e f  th e o r e t ic a l  knowledge in  the p ost*  
in d u s tr ia l  s o c ie ty  nakes i t  in e v ita b le  th a t anong a l l  the i n t e l ­
le c tu a l  in s t i t u t io n s  o f s o c ie t y ,  the u n iv e r s ity  should  becone i t s  
prinary in s t i t u t io n .  I t  i s  in  the u n iv e r s ity ,  uore than anywhere 
e l s e ,  where th e o r e t ic a l  knowledge ia  sou gh t, t e s t e d ,  and c o d if ie d  
in  a d is in t e r e s t e d  fa sh io n . J u st a s the b u sin ess  f i r a  was the  
key in s t i t u t io n  o f  the p a st oae hundred years because of i t s  r o le  
in  the o rg a n isa tio n  o f  aaas-p rod u ction , th e  u n iv e r s ity  w i l l  have 
to  be c o m  tb e  c e n tr a l in s t i t u t io n  of the next one hundred years  
because o f i t s  r o le  as the new source o f  in n ovation  and knowledge.
Planload by th e  coaponents o f  the s y s te a  o f higher educa­
t io n , a t  le a a t  in  American s o c ie t y ,  the u n iv e r s ity  has a lread y  
becoM  the f o c a l  cen ter  o f  the resea rch  fu n c t io n . Moreover, as 
the u n iv e r s ity  p r o fe s s io n a l sc h o o ls  are now the primary lo cu s  fo r  
the tr a in in g  o f members o f  th e  a p p lied  p r o fe s s io n s , the u n iv e r s ity  
has a l s o  becoM  th e  cen ter  o f  a p r o fe s s io n a l cea p lex  where the  
r e la t io n s  between pure in t e l l e c t u a l  d i s c ip l in e s  in te r s e c t  w ith  
th e  f i e l d s  o f  th e ir  a p p lic a t io n  in  p r a c t ic e .1
By p rov id in g  the a o s t  ex p ert s c i e n t i f i c  and academic ad­
v ic e ,  the u n iv e r a ity  has become the c r e a t iv e  eye o f  the m assive  
cea a u n ica tio n  complex, and the source o f  auch d o a s s t ic  and
Encounter. February, 1909, pp. 3 4 -2 5 ; and Drucker, Technology. 
ManagoMnt and S o c ie ty , pp. 5 0 -0 2 .
V ra lco tt P arsons, "Research w ith  Human S u b jects  and the  
P r o fe ss io n a l Complex," D aodalus. XCVIII (Sp rin g , 1909), 330-335.
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In tern a tio n a  1 p la n n in g .1 Tabloa 2 to  5 p ortray  tho oninonce o f  
u n iv e r s ity -b a se d  h igher ed u cation  in  A aerica aa an energont p o a t-  
in d u a tr ia l fo r c e ,  and a la e  prov id e  a cen p arative  look a t  other  
co u n tr iea  o f  the w orld .
D. Technocrata: The Doainant Claaa 
To aay th a t the major in a t itu t io n a  o f  the new a o c ie ty  w i l l  
be in t e l l e c t u a l  ia  to  aaeuae th a t the produ ction  and buaineaa d e -  
c ia io n a  w i l l  be aubordinated to , or w i l l  d e r iv e  fr o a , other foroea  
in  a o c ie ty .  The c r u c ia l  d e c ia io n s  regarding tho growth o f  the  
econoay and i t a  balance w i l l  cone fr o a  the govern aen t. They w i l l  
be baaed on the govern aen t'a  aponsorahip o f  reaearch  and d evelop *  
ment, aa aeen in  Table 6 .
*B rzez in sk i, "The A aerican T r a n s it io n ,"  p . 20 .
^Regarding govern aen ta l aponaorahip o f  reaearch  and d e ­
velopm ent, i t  ahould be noted th a t auch an undertaking ia  a n a tte r  
o f  d e lib e r a te  p o l ic y .  For exam ple, w h ile  e x p la in in g  the f i s c a l  
year 1972 reaearch and d eu elopaent budget, the P r e s id e n t 's  S c ien ce  
A dviser enph asized  th a t research  and developawnt was a high p r i ­
o r ity  i t e n ,  and th a t the government was d etern in ed  t o  na in  ta in  and 
widen American preem inence in  b a s ic  r esea rch . F urther, ha su g ­
g e ste d  th a t tha government must su s ta in  c o l le g e s  and u n iv e r s i t ie s  
so  th a t th ey  can continue to  provide e x c e l le n t  manpower. See  
C arl Kayaen, "Government and S c i e n t i f i c  R esearch—Some Unanswered 
Q u estion s,"  The P u b lic  I n t e r e s t .  Summer, 1971, p . 80. In the  
sta te -u n d e r w r itin g  o f  the enormous c o s t s  o f resea rch  and d ev e lo p ­
ment, G alb ra ith  aeea tho s o c ia l i z a t io n  o f  p r iv a te  corporate c o e ta .  
T his f i t s  w e ll  in to  h is  v is io n  o f  "tho new in d u s tr ia l  s ta te"  
where ed u ca tio n —e s p e c ia l ly  ed u cation  th a t i s  in tended  to  in crea se  
th e  aupply o f  s p e c i a l i s t s  needed by the modern corporation--becom es  
a s ta t e  r e s p o n s ib i l i t y .  The major te c h n o lo g ic a l breakthroughs, 
e s p e c ia l ly  th ose  th a t have to  do w ith  space e x p lo r a tio n  and arma­
ment, may a l s o  be a ss ig n ed  to  the s t a t e ,  tb e ir  coa t b ein g  assumed 
by the c i t i z e n s .  See G a lb ra ith , The New In d u e tr ia l S ta te ,  p . 309. 
A lso , s e e  Andreas G. Papandreou, Man's Freedom (New Yorki Columbia 
U n iv e r s ity  P r e ss , 1970), pp. 43 -44 .
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TABLE 2
EARNED DEGREES CONFERRED BY THB 
INSTITUTIONS OP HIGHER EDUCATION, 
1869-1870 TO 1963-1964
Earned d egrees conferred
B acca lau reates M aster's
A ll and f i r s t  p ro ­ excep t f i r s t
Year d egrees f e s s io n a l p r o fe s s io n a l D octora tes
1869-70 9 ,372 9 ,371 0 1
1879-80 13,829 12,896 879 54
1889-90 16,703 15,539 1,015 149
1899-1900 2 9 ,375 2 7 ,4 1 0 1,583 382
1909-10 39, 755 37 ,113 2 ,1 1 3 443
1919-20 53 ,516 48,622 4 ,279 615
1929-30 139,752 122,484 14,969 2 ,2 9 9
1939-40 216 ,521 186,500 26 ,731 3 ,290
1941-42 213 ,491 185,346 24 ,648 3 ,497
1943-44 141,582 125,863 13,414 2 ,3 0 5
1945-46 157,349 136,174 19,209 1,966
1947-48 317,607 271 ,019 42 ,400 4, 188
1949-50 496,661 432,058 58,183 6 ,4 2 0
1951-52 401,203 329, 986 6 3 ,5 3 4 7 ,683
1953-54 356,608 290 ,825 56,788 8 ,995
1955-56 376,973 308,812 59 ,258 8 ,903
1957-58 436 ,979 362 ,554 6 5 ,487 8 ,938
1959-60 476 ,704 392 ,440 74,435 9 ,829
1961-62 514,323 417,846 84,855 11,622
1963-64 614 ,194 498 ,654 101,050 14,490
Not*: Beginning in  1959-60, in c lu d es  Alaska and Hawaii.
Source: O rgan isa tion  fo r  Economic Co-O peration and Developmen t ,
Reviews o f N a tio n a l S c ien ce  P o l ic y : U nited S ta te s
(P a r is : O rgan isa tion  fo r  Economic Co-Operation and
Developm ent, 1968), p . 54 . H ereafter  r e ferred  to  as 
OCBD, Reviews o f  N ation a l S c ien ce  P o l ic y : U nited S t a t e s .
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TABLB 3 
LBVBL OP EDUCATION 
(by parcantaga)
P rop ortion  o f  parsons 
w ith  u n iv a r s ity  
or c o lla g a  aducation  
in  tha a c o n o a ic a lly  
a c tiv a  p op u la tion
P rop ortion  o f  paraons 
w ith  sacondary  
ad u cation  in  tha 
a c o n o a ic a lly  
a c t iv a  p op u la tion
1901 1901
C sachoalovakia 2 .0 0 1 3 .50*#b
USSR 4 .0 5 c 1 8 .32b* ®
USA 8 .8 9 c 30.39®
Graat B r ita in 4 .4 3 10 .44
Canada 4 .2 7 2 2 .0 4
Padaral Rapublic
o f  Garnany 3 .8 2 -------
Japan 3 .4 8 c 25 .9 5
Pranca 2 .5 8 •
Norway 2.58® 1 0 .84b* ®
Swadan 2 ,OOc 20.02®
•W ith in c o a p la tt  sacondary aducation  2 3 .8 2  
E x c lu d in g  ganaral aducation
®Yaar 1900
^M icrocansus o f tha PRG
S ou rca: Radovan R ich ta , C iv i l i s a t io n  a t  tha Croearoada: S o c ia l
and Hunan Im p lic a tio n s  o f tha S c i a n t i f i c  and T achnoloq i-  
c a l  R avolution  (n . p . ,  In ta rn a tio n a l A rts and Scianca  
P roas, I n c . ,  1908), p . 335.
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TABLS 4
NUMBER OP STUDENTS ENROLLED IN UNIVERSITIES
AND OOLLBGBS FOR EVERY 100,000 INHABITANTS
1930- 1935- 1940- 1945- 1950- 1955- 1960-
Country 1934 1939 1944 1949 1955 1959 1964
B ulgaria 174* 408b 580c 509 590 886d
C zechoslovakia 201 182* ------ 450 450 563 877
France 201 172 237 319 348 409 785*
Japan 260 263 410 539 549 687 863*
Y ugoslavia 109 106® - - - - 349 355 472 832*
Canada 318 319 311 594 493 537 934b
Hungary 164 138 . . . . 249 350 269 409*
GDR . . . . ------ . . . . . . . . 227 390 407*
587'FRG -  -  -  - ------ . . . . . . . . 325 418
Norway 177 195 154 256 184 192 327*
Poland . . . . ---- - . . . . 380 538 571 688**
A u str ia 331 214 158 416 281 366 *27*
Rumania ------ . . . . ------ 304c 414 417 54®dUSSR ------ - - - - ------ . . . . 789 1024 1389
Sweden 166 183 188 215 265 384 654
S w itzer lan d 238 261 320 377 329 345 467d
USA 884k 1046 947“ 1608" 1617° 1738? 2264q
•1939
b 1944
°Average fo r 1948, 1949
^Average fo r 1960, 1963, 1964
•Average fo r 1935- 1936
^Average fo r 1960, 1962, 1963
^Average fo r 1935- 1938
bAverage for 1960, 1962, 1963
*In clu d in g  West B e r lin
^Average for 1960, 1961, 1962, 1963
^Average fo r 1931, 1933
^Average for 1935, 1937, 1939
"Average fo r 1941, 1943
"Average far 1945, 1947, 1949
°A verage fo r 1951, 1953, 1954
Pa ve rage for 1955, 1957, 1958, 1959
qAverage for 1960, 1961, 1963, 1964
Source: R ich ta , C iv i l i z a t io n  a t  tha C rossroads. p . 333.
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TABLE 5
SHARE OP STUDENTS ENROLLED IN THB FIRST YEAR OF STUDY AT 





( a l l  Torns
o f  the 
m aittee
o f  stu d y)
1950 1963 1970 1958/59 1968/69
USA 2 4 .0 3 4 .0 38 .2 35 46
Canada 9 .0 16 .9 2 3 .1 24 ------------
New Zealand • »  •  • ------------ ----- 15 24
G reat B r ita in 3 .4 ----- ------------ 1 2 .4 17
France 4 .6 12.2 13.9 9 15
Sweden 4 .0 9 .1 11.7 11 18
Ita  ly 4 .8 10 .0 12 .5 ----- ------------
Belgium 3 .3 7 .4 8 .9 ------------
Denmark 3 .3 5 .1 8 .9 ------------ -------------
FRG «  «  w 7 .3 7 .8 6 ------------
C zechoslovakia •  « • 9 .7* 9 .9 ------------- 14
^Average fo r  tha years 1963*1965
Source: R ich ta , C iv i l i s a t io n  a t  the C rossroads, p . 334.
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TABLB O
FEDERAL OBLIGATIONS PGR TOTAL RESEARCH, 
BY FIELD OP SCIENCE





(m il l io n s  o f  d o l la r s )
T ota l $5 ,271 $5,623 $6 ,390
L ife  sc ie n c e s 1 ,290 1,431 1 ,584
M edical s c ie n c e s 811 909 1 ,020
B io lo g ic a l  s c ie n c e s 370 406 441
A g r ic u ltu r a l s c ie n c e s 109 116 124
P sy c h o lo g ic a l s c ie n c e s 100 107 124
P h y sica l s c ie n c e s 3 ,641 3 ,817 4,382
P h y sica l s c ie n c e s  proper 1,843 1,852 2 ,0 4 0
E ngineering sc ie n c e s 1 ,677 1 ,840 2 ,2 0 5
M athematical s c ie n c e s 123 124 137
S o c ia l  s c ie n c e s 166 178 209
Other s c ie n c e s 74 90 91
Notax D e ta i l  M y not add to  t o t a l s  because o f  rounding o f  f ig u r e s .
Sourest B e l l ,  "The Measurement o f Knoeledge and Technology,"  
p . 235 .
49
The husbanding o f  t a ls n t  and tha spraad o f ad u cation a l 
and in t a l la c t u a l  in s t i t u t io n s  w i l l  bacons a prime concarn fo r  
tho s o c i s t y .  Not on ly  tha b a st t a le n t ,  but a ls o  tha a n t ir a  con- 
p lax  o f  s o c ia l  p r a stig a  and s ta tu s  sv a n tu a lly  w i l l  ba rootad  in  
tha in t a l la c t u a l  and s c i e n t i f i c  coaaran itias. Tha kay to  s u c c e s s ­
f u l  a d ap ta tion  to  tha new c o n d it io n s  o f  tha p o s t - in d u s tr ia l  
s o c i e t i e s  l i a s  in  the a f f e c t iv e  s e le c t io n ,  d is t r ib u t io n ,  and 
u t i l i s a t i o n  o f s o c ia l  t a le n t .  I f  tha in d u s tr ia l  s o c ie ty  can ba 
sa id  to  have developed through a s tr u g g le  fo r  tha su r v iv a l of  
tha f i t t e s t ,  tha p o s t - in d u s tr ia l  s o c ie t y - - in  order to  prosper — 
req u ires tha a f f e c t iv e  m o b ilisa t io n  o f  tha a b l e s t . 1
Tha p o s t - in d u s tr ia l  s o c ie ty  presupposes tha r is e  o f a new 
c la s s  w hich, on tha p o l i t i c a l  l e v e l ,  se rv e s  a s  a d v is e r s , e x p e r ts ,  
and tech n ocra ta . The te c h n o lo g is t  occu p ies a h e r o 's  n iche in  t h is  
s o c ie t y ,  in  the sane wanner th a t the businessm an and s o ld ie r  ware 
heroes in  other t i n e s.3 T h is i s  ev id en ced  in  Table 7. Today,
^ B rsesin sk i, "The American T ra n sit io n ,"  p . 2 0 .
^Regarding the c e n tr a l i t y  o f  the businessm an in  America, 
Chandler w r ite s  th a t seem ingly  from the beg inn in g  th ey , more than 
any other group in  the economy, have managed prod u ction , tr a n s­
p o r ta t io n , and the d is tr ib u t io n  o f  goods and a e r v ic e s .  F urther, 
no other group has ever had much to  do w ith  the o v e r a ll  coord in a­
t io n  o f  the economic system  or i t s  ad ap ta tion  to  b a s ic  changes in  
p op u la tion  and tech n o lo g y . In f a c t ,  they have run the economy 
e x c lu s iv e ly .  C onsequently, they r o se  to  the top  o f  American 
s o c ie ty - - n o t  on ly  in  the sen se  th a t w ealth  gave then con fid en ce  
th a t they were on to p , b et a ls o  in  the sen se  th a t the c i t i s e n r y  
accorded then the h ig h e s t  honor a v a ila b le  in  a democracy, e le c t io n  
to  p r in c ip a l p u b lic  o f f i c e s .  Thus, t h i s  phase o f the American 
s o c ie ty  which i s  grad u a lly  drawing to  a c lo s e  now may be c a lle d  a 
" b u sin ess c iv i l i s a t io n ,"  even though the m ajority  of in d iv id u a ls  
in  such a s o c ie ty  are not businessm en. See A lfred  D. Chandler, 
J r . ,  "The R ole o f  B u sin ess in  the U nited S ta te s :  A H is to r ic a l
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TABL8 7
STATUS OP SCIENCE AM) EDUCATION 
IN OCCUPATIONAL STRUCTURE
C sec h o s lo -
vakia Poland
U nited
Kingdosi USA PRG Japan
Nuabar o f
in v e s t ig a te d
occu pations 30 29 30 90 38 30
Rank in  rrder  
o f  p r e s t ig e
P h y sic ia n 1 2 1 2 2 5
U n iv e r s ity
p ro fesso r 2 1 m 7 1 2
S c ie n t is t 3 - - 8 - -
Engineer -  
tec h n ic ia n 4 4 23 7
Teacher 6 3 10 36 9 11
Judge, 
lawyer 14 6 3 12 3
A r c h ite c t 10 15 7
Source: R ich ta , C iv i l i s a t io n  a t  tha C rossroad s. p . 314.
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th« Nobel la u r u t c a ,  N ation a l Acadeay n eab ers, and s c i e n t i s t -
a d a in is tr a to r s , a l l  possaaa p r e s t ig e  th a t a sk es  fro n t-p a g e  news
and c a rr ia a  than to  tha h igh aat c o u n c ils  o f  tho govarnaant and
s o c ie t y .*  T his aaaas l ik e  tho ra tu ra  o f  tech n o cra cy --th e  p o l i t i -
c a l  a y sto a  in  which tha d a ta ra in in g  in flo a n c o  balongs to  tha
ta ch n ic ia n  o f  a d a in ia tr a t io n  and aconoay, tha nan who a x a r c isa s
2a u th o r ity  by v ir tu a  o f  h is  ta c h n ic a l com petence.
Tho tech n o cra t, who as a s p e c ia l iz e d  axpart ba c o s m s  in -  
volvad in  s p a c ia l  govarnaant u n d ertak in gs, or who a s  a g e n e r a l i s t -  
in ta g ra to r  providas an id e o lo g ic a l  in te g r a t io n  fo r  d isp a r a te  
a c t io n s , i s  a far  cry fro a  tha la r g e ly  h u a a n is t-o r ie n te d , occa ­
s io n a l ly  id e o lo g ic a l-a in d e d  in t e l l e c t u a l  d isa a n to r  who saw h is  
r o le  la r g e ly  in  to ra s  of p r o ffe r in g  s o c ia l  c r i t iq u e s .  Tha aodern
Survey,"  D aodalus. XCVIII (W inter, 1909), 2 3 -40 ; W illia a  L etw in , 
"The P ast and Future o f A aerican  B usinassaan,"  D aedalus. XCVIII 
(W inter, 1909), 1-22; and D an ie l B e l l ,  "Technocracy and P o l i t i c s , ” 
Survey. XVI (W inter, 1971), 7 -9 .
*N isb et, "The Iap act o f Technology on B th ic a l D e c is io n -  
Making," p . 40 . In t h i s  regard , i t  should ba noted th a t in  tha 
long run i t  i s  not tha growth o f  p erson a l power and p r e s t ig e  th a t  
i s  ia p o r ta n t , but tha in s t i t u t io n a l i z a t io n  o f s o c ia l  c o n tr o l and 
fu n c t io n s , such a s th o se  ca rr ied  out by tho in t e l l e c t u a l s  in  tha 
Bureau o f  Budget, C ou ncil o f Bconoaic A d v isers , and O ff ic e  o f  the 
S c ien ce  A d v iser . T his r e in fo r c e s  th e  s tr u c tu r a l s h i f t s  o f  power. 
Sea B a l l ,  "Tha Adequacy o f  Our C oncepts,"  pp. 134-138.
2
The word " technocracy,"  in te r p r e te d  as above, was o r i g i ­
n a l ly  co in ed  in  1919 by W ill ia a  Hsnry S a ith . I t  want through  
se v e r a l in te r p r e ta t io n s  in  the w r it in g s  o f Howard S cott*  T h orste in  
V eblen, and o th e r s . For an in te r e s t in g  h is to r y  o f the ter n , aee 
J . Qeorge F red erick , a d . ,  For and A ga in st Technocracy: A Synpo-
s iu a  (New York: B u sin ess Bourse, 1933); B e l l ,  "Technocracy and
P o l i t i c s ,"  pp. 6 -1 2 ; and T h orste in  V eblen, The E ngineers and the  
P r ice  S y a tea . A Harbinger Book (New York: H arcourt, Brace and
World, 1963).
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tech n ocra ts are nora l ik e  a coununity o f  o r g a n is s t io n -o r ie n te d ,  
a p p lic a tio n -n in d ed  i n t e l l e c t u a l s  who r e la t e  them selves nora 
e f f e c t i v e l y  to  the p o l i t i c a l  system , thereby in trod u cin g  in to  
the p o l i t i c a l  sya tan  concerns broader than thoee l ik e l y  to  be 
generated  by the system  i t s e l f ,  and perhaps wore r e le v a n t than 
those a r t ic u la te d  by o u ts id e  c r i t i c s . *
^ B raesin sk i, "The American T r a n s it io n ,"  pp. 2 0 -2 1 . For 
an account o f  a c t i v i t i e s  o f e x p e r t - s p e c ie l i s t s ,  i n t e l l e c t u a l s ,  
and g s n e r a l is t - in t e g r a to r s  who went to  Washington, D. C. during  
the Kennedy A d a in is tr a t ie n , se e  Arthur S c h le s in g e r , J r . ,  A 
Thousand D ays: John P. Kennedy in  the White House. FawceTt C rest
Books (G reenwich, Conn.: Faw cett f t ib l lc a t io n s ,  I n c . ,  1965),
ch . 9 . Per a d is s e n t in g  view on such tech n o cra ts , se e  Hans J . 
Morgenthau, Truth and Power. E ssays o f  Decade 1960-1970 (New York: 
Prager P u b lish e r s , I n c . ,  1970).
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IV. POST-IMXJSTRIALISMi AN ANALYSIS OF THB OONCBPT
A. The A x ia l P r in c ip le  and S o c ia l  Daaign 
Tha concapt o f  p o s t - in d u s t r ia l i s n  id a n t if ia a  a naw a x ia l  
p r in c ip la  o f  tha o rg a n isa tio n  o f  knowledge, and d a fin a s  a cnnnon 
cora o f  p rob laas which tha p e s t ' in d u s t r ia l  s o c ia t ia s  co n fro n t.
I t  i s  an a f f o r t  to  id a n t ify  a changa in  s o c ia l  s tr u c tu r a . In  
an h i s t o r ic a l  s e n se , however, tha p o s t - in d u s tr ia l  a a c ia ty  i s  a 
co n tin u a tio n  o f trands u n fo ld in g  out o f  tha in d u s tr ia l  s o c ia t y .  
Many o f  tho d evelop n en ts wara indaad forasaan  long ago.
Y et, fo r  a n a ly t ic a l  p u rp oses, ona can d iv id a  s o c ia t ia s  
in to  p r o - in d u s tr ia l ,  in d u s tr ia l ,  and p o s t - in d u s tr ia l  in  ordar to  
saa than in  c o n tra s t  a lon g  many d if fa r a n t  d in e n s io n s .*  Tablas
I t  i s  trua th a t tho tarn  p o s t -I n d u s tr ia l  prasupposas tha 
tr ich o to n y  o f " p r e - in d u s tr ia l,"  " in d u s t r ia l ,H and " p o s t - in d u s tr ia l,"  
and th a t , a s Toainaga has p o in tad  o u t, tha boundary batwaan in d u s­
t r i a l  and p o s t - in d u s tr ia l  doas not c o n s t itu tu  a r a a l braak, as i t  
doaa batwaan p r o - in d u s tr ia l  and in d u s t r ia l .  Tha p o s t - in d u s tr ia l  
nay soon to  l i a  w ith in  tha continu ous prooass o f in d u s t r ia l i s a t io n .  
Thus, to  sona i t  i s  not a s ta g a  ra sa n b lin g  tho d i s t in c t io n  batwaan 
p r o - in d u s tr ia l  and in d u s tr ia l ,  hut a phasa w ith in  tho in d u s tr ia l  
staga  o f s o c ia t y .  Throughout tho a n t lr a  p ro csss  o f  in d u s t r ia l i s a ­
t io n , in c lu d in g  tho p o s t - in d u s tr ia l  s ta g a , tha developnent o f  
sc ia n o s  and tachnology has c a n s is t s n t ly  playad tha part o f  tha 
prina novar. Tha in cra a sin g  prapandaranco o f tha knowladgo in d u s­
try  in  tha p a s t - in d u s tr ia l  s o c ia ty  i s  n a r s ly  tha and r a s u lt  o f  
t h i s  p r o c a ss . For an a x ta n sio n  o f  t h is  argunant, saa K an 'ich i 
T oainaga, " P o st-In d u str ia l S o c ia ty  and C ultu ral D iv a r s ity ,"  Survey. 
XVI (W inter, 1971), 6 9 -7 7 . A lso , having gsno through tha coocapt 
o f  tha p o s t - I n d u s tr ia l  s o c ia ty ,  i t  i s  fr u s tr a t in g  to  d isc o v e r  th a t  
tha concapt i s  s iu p ly  an an a lgan ation  o f what S t .  S in on , Tocque- 
v i l l a ,  Wabsr, and Marx have a lrea d y  fu rn ish ed  to  u s , and th a t wa 
cannot in ag in o  anyth ing beyond tho v a r ia t io n s  on tha thanes s a t  
by th ose  grea t f ig u r e s  o f n in s te e n th  cen tu ry  s o c io lo g y . Saa 
Bdward S h i l l s ,  " T rad ition , B cology , and I n s t i t u t io n  in  tha H istory  
of S o c io lo g y ,"  D eed slu s . XCIX ( P a l l ,  1970), 835.
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8 and 9 ara tha id a a l typa and schem atic  co n stru ctio n *  d esign ed  
to  illu m in a te  tho a a a a n tia l d if fe r e n c e s  anong tho s o c ia l  s t r u c ­
tu res 1ocatad  on a con tin u in g  production  and knowledge a x is .  
S im ila r ly , T ables 10 and 11 provide another such d i f f e r e n t ia t io n  
organised  around th e  d evelop nent o f  a g r ic u ltu r a l and in d u s tr ia l  
tech n o logy .
We nay a n a ly se  those s tr u c tu r e s  w ith  th e ir  p r in c ip a l  
s o c ia l  d esig n  and su g g est th a t auch a d esig n  o f  the p r o - in d u s tr ia l  
s o c ie t y  i s  a "gone a g a in s t  nature"t i t s  reso u rces are drawn fran  
the e x tr a c t iv e  in d u s tr ie s  and i t  i s  su b je c t  to  the laws o f  d in in -  
ish in g  retu rn s and low p r o d u c t iv ity . The d esig n  fo r  the in d u s tr ia l  
s o c ie t y  i s  a "gone a g a in s t  fa b r ic a te d  nature,"  which i s  cen tered  
on nan-nachine r e la t io n s h ip s  and u ses energy to  tra n sfo rn  tha 
n atu ra l environnent in to  a te c h n ic a l environm ent. The d e s ig n  o f  
tbs p o s t - in d u s tr ia l  s o c ie t y  can be c a lle d  a "gaoe between p er ­
so n s,"  in  which an in t e l l e c t u a l  techn ology  based on in form ation  
r i s e s  a lo n g sid e  a machine tech n o logy . As can be seen  in  T ables 8 
and 9 , there are c r u c ia l  d if fe r e n c e s  in  the kinds o f  s tr u c tu r a l  
problems th a t each type o f s o c ie ty  i s  engaged in  because o f  th e  
varied  nature o f  i t s  s o c ia l  d e s ig n .*
* B e ll , "Tha P o s t - I n d u s tr ia l  S o c ie ty ,"  pp. 161-165. When­
ever  the d i s t in c t ia n  among th ese  d e s ig n s  i s  not rec o g n ise d , i t  b e ­
comes d i f f i c u l t  to  d e a l w ith  s o c ia l  problem s. For exam ple. B e ll  
n o tes  e lsew h ere th a t l a t e l y  two s im p l is t ic  n o tion s have shaped 
most o f the government p o l i c i e s  through the s i x t i e s :  f i r s t ,  th a t
a l l  problems are s o lu b le , and second, th a t the way to  s o lv e  a prob­
lem i s  to  pour money in to  i t .  Problems as d iv e r se  as go ing  to  the  
moon and c le a r in g  th e  slums were d e a l t  w ith  under those s im p l i s t ic  
n o tio n s , th a t i s ,  by b u ild in g  NASA and c r e a tin g  a huge housing p ro ­
gram. B e ll  remarks th a t th ere  i s  no r e c o g n it io n  o f  tha f a c t  th a t  
th ese  problem s are not w h olly  congruent, and th a t in  one case  the  
problem i s  a "game a g a in s t  natu re ,"  and in  the o th er , a "game
TABLB 8
THB PG6T-INDUSTRIAL SOCIBTY: GBNBRAL SCHEMA 1
P r e -In d u str ia l In d u str ia l P ost-In du s t r i a l
Regions t
Bcononic S sc to r i




A s ia , A fr ic a ,  
L atin  Anarica
Prinary
e x tr a c t iv e :
A gricu ltu re
Mining
P ish in g
Tiaber
U n sk illed  Worker
Parner, Miner, 
Pisheraan
Raw M ateria ls
Gsne A gainst  
Nature
Connnn Sense  
exp erien ce
Western Burope, 






U nited S ta te s




Gsne A gainst 
Fabricated  
Nature
B n p ir ic isn  
B xp erin en tation
T ertia ry  Quaternary
S e r v ic e s :  Trade:
Transport Finance
R ecreation  Insurance
Real B sta te
Quinary 
H ealth , Bdwc., R esearch, 
Governaent
P r o fe ss io n a l and T echnical
S c ie n t i s t
In forn ation
Gaae Between Persons
A b stract Theory: Models,
S im u la tion , D ecisio n  Theory, 
S y stea s  A n a ly s is
TABLB 8 —C on tin u ed
P ro -In d u str ia l In d u str ia l P o s t-In d u str ia l
Tins P a rsp e c tiv o : O rien ta tio n  to Ad Hoc A daptive­ Future O rien ta tion
tho P ast ness F orecastin g
Ad Hoc Responses P ro je c tio n s
A x ia l P r in c ip le : T r a d it io n s l is a Bcononic Growth C e n tr a lity  o f  and
Land/Resource S ta te  or P riva te C o d if ic a t io n  o f
L im ita tion C ontrol o f T h eo retica l Knowledge
Investm ent
D ec is io n s




THE POST-INDUSTRIAL SOCIETY: GENERAL SCHEMA 2
PROBLEM ISSUES OP THB POST-INDUSTRIAL SOCIETY
A x ia l n r in c ip le : The C e n tr a lity  o f  and C o d if ic a t io n  
o f  T h e o r e tic a l Knowledge
D e r iv a tiv e  C on sid eration s
P rinary I n s t i t u t io n : U n iv e r s ity  
Acadeay I n s t i t u t e s  
R esearch C orporations
Bconoaic Ground: S c ien ce-b a sed  In d u str ie s
P rinary R esource: Human C a p ita l
P o l i t i c a l  Problem: S c ie n c e  P o lic y  
E ducation P o lic y
S tr u c tu r a l Problem: Balance o f P r iv a te  and P u b lic  
Center
S t r a t i f i c a t io n  Base: S k i l l
A ccess: Education
T h eo r etica l I s su e : C oh esiveness o f  "New C lass"
S o c io lo g ic a l  R eaction s: The R esista n ce  to  B u rea u cra tisa tio n  
The Adversary C ulture
Sou rce: B a l l ,  "The P o s t-In d u s tr ie I  S o c ie ty ,"  p . 163.
TABLS 10
FOUR AGBS OP AGRICULTURAL TECHNOLOGY
Important 
D « t « n in r s  
o f  T echnol­
ogy in  
Dominant Ago*
Modern 















Power Human and animal 
muscle
M u ltip le  horse  
teams and steam
G asolin e and 
e l e c t r i c i t y
Atomic energy used  
to  produce e l e c t r i c  
power and heat
Man, h o rse , and 
■ ule; use  o f  
wind
Man, h orse , and 
steam tractor
M otorized  
tr a c to r , track , 
e l e c t r i c  motors
A lcohol-burning  
tr a c to r s
T ools Hand wrought Machine wrought M ultip le  machine 
to o ls
Automatic radar- 
d ir e c te d  machines 
on f i e l d s
Wooden plow, 
c ra d le , scy th e , 
horse c o lla r
Iron and s t e e l  
plow, mower, 
reaper, gra in  
d r i l l ,  s e l f -  
binder , thre sh er , 
cream separator
In crea s in g ly  
s e lf -p r o p e l le d ,  
such as combine, 
corn h a rv ester , 
c o tto n  p ic k e r ; 
and e l e c t r i f i e d  
m achines, such as  
m ilk ing machine
Automated farm and 
biochem ical preduc­
tio n  o f  food in  
fa c to r ie s
Work S k i l l s A ll-around sub­
s is te n c e  farm
s k i l l s
S p e c ia lis e d  in
d iv e r s if ie d
farming
S k i l l s  o f  me­
chanic and 
machine opera­
to r , and 
e le c t r ic ia n
H ighly tra in ed  en ­
g in eers  as d esig n ers
are required
TABLE 1 0 - -C on tin u ed
Important 
Determ iners 
o f  T echnol­














M aterial Wood, iro n , 
bronse
S t e e l ,  copper A lloyed  s t e e l s ,  
l ig h t  a l lo y s ,  
aluminum
Super a l lo y s ,  use  
o f nam m eta ls , 
p la s t ic s
T ransportation Walking, uae of
animala v ia  d ir t  
road
Steam tr a in ,  
horse and 
buggy
Auto, d ie s e l  
tr a in , a irp lan e
Rocket and h e l i ­
copter v ia  
stra tosp h ere




fa a te r  by r a i l  
and mater; 
nemapapor prin ted  
on steam p ress;  
te lep h on e, t e l e ­
graph
AM and PM ra d io , 
m ovie, t e le v ia io n ,  
m icrofilm , and 
m agnetic tape
T e le v ised  te lep h on e, 
ta lk in g  book or 
newspaper, u n iv er ­
s a l  two-way rad io  
communication, 
e le c tr o n ic  machine, 
m agnetic tape 
photography, voca- 
typew riter
Sourcet D elb ert C. M ille r , "Impact o f  Technology on A g r icu ltu re ,"  in  Technology end S o c ia l  









Dos inant Ago a
Modern 











Power M uscle, wind, 
and water
Steam B le c t r ic i t y Atomic energy
T ools Hand Machine Automatic machine Automatic fa c to r y
Work S k i l l s A ll-around  
s k i l l e d  c r a f t s -  
a s a —u n sk ille d  
manual worker
S k il le d  c r a f t s ­
man rep laced  by 
machine (sem i­
s k i l le d )  opera­
to r s  as a r e s u lt  
of su b d iv id in g  
m anufacturing  
p rocesses
S k il le d  in sp e c to r , 
mechanic required  
as op eration s r e ­
p la ce  need for  
machine feed in g  
or tending
H ighly tra in ed  
en g in eers as 
d esig n ers are
required; s k i l le d  
tech n ic ia n s r e ­
quired for  
maintenance
M aterial Wood, iron , 
bronze
S t e e l ,  copper A lloyed  s t e e l s ,  
l ig h t  a l lo y s ,  
aluminum
P la s t ic ,  super 
a l lo y s ;  use o f 32 





W alking, use o f 
anim als or s a i l ­
boat v ia  d ir t  
road and w ater­
way
Steam tr a in  or 
steam ship via  
s t e e l  r a i l s  and 
ocean way
Autom obile, 
d ie s e l  tr a in  or 
a irp la n e  via  
paved highway, 
ra ilw ay , and 
airway
J e t  a ir p la n e , rocket, 
and h e lic o p te r  v ia  
stra to sp h ere ; atom ic 
tr a in  v ia  ra ilw ay
TABLB 11—C ontin u ed
lep er ta n t
AtomicDeterm iners Modern Machine Power
of T echnol­ C raft Age Age Age Age
ogy in 1400 1785 1870 1953
Daninant Aoes
Connunication Word of mouth. Mail moved fa s te r AM and PM ra d io . T e le v ised  te lep h on e.
newspaper. by r a i l  and m ovie, t e l e ­ ta lk in g  book or
messenger w ater; newspaper v is io n , m icro­ newspaper, u n iv er ­
p rin ted  on steam film , magnetic s a l  two-way rad io
p ress; te lep h on e. tape communication,
te  le  graph e le c tr o n ic  
m achines, m agnetic- 
tape photography, 
veca typew riter
Source: D elbert C. M ille r , "In fluence o f Technology on In dustry ,"  in  Technology end S o c ia l
Change, ed . by A llen  and o th e rs , pp. 245-255.
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In the in d u s tr ia l  s o c ie t y ,  tha c h ia f  economic problan i s  
ona o f c a p ita l  fo rn a tio n : horn to  in s t i t u t io n a l i s e  tha procaas
o f  c r e a tin g  s u f f i c i e n t  sa v in g s  and convert than in to  investm ent
a r e a s .1 This has bean accom plished through the e q u ity  marloett
2investm ent banka, s e l f - f in a n c in g ,  and s t a t e  ta x a t io n . The la c e s
between p eop le ."  The la t t e r  d i s t in c t io n  i s  r a r e ly  a part o f  
p o lic y  d e l ib e r a t io n . See B e l l ,  "The Adequacy o f  Our C oncepts,"  
pp. 155-150.
*Sone have construed t h is  problem o f c a p ita l  accum ulation  
as the c e n tr a l phenomenon in  the Marxian scheme. Marx b e lie v e d  
th a t the e sse n c e  o f c a p ita lism  was to  be found in  the accumula­
t io n  o f  c a p i t a l .  Aron ex ten d s the Marxian theme to  the in d u s tr ia l  
s o c ie t y ,  and a n a ly ses i t s  mode o f growth through the con cep t o f  
c a p ita l  accum ulation . See Raymond Aron, 1£ L ectu res on In d u str ia 1 
S o c ie ty  (London: W eid en fisId  & N ich o lson , I n c . ,  1901), p . 235; 
and Raymond Aron, The In d u a tr ia l S o c ie t y : Three Bsaays on Id eology  
and Developm ent. A C larion  Book (New York: Simon and S ch u ster ,
1907), ch . 1; and Raymond Aron, "The Inpact o f Marxism in  the  
Tw entieth C entury," in  Marxism in  the Modern World, ed . by M ilorad  
M. D rachkovitch (London: Oxford U n iv e r s ity  P r e ss , 1965), pp. 2 -
46 . A lso , fo r  th ose  underdeveloped c o u n tr ie s  whose major o b je c t iv e  
was in d u s tr ia l i s a t io n ,  Nurkse emphasised the importance o f  c a p ita l  
form ation and su ggeated  th a t i t s  lack  i s  th e  major inpedim ent to  
th e ir  economic growth. See Ragner Nurkse, Problems o f C a p ita l  
Formation in  Underdovoloped C ou ntries (New York: Columbia U n iver­
s i t y  P r e s s , 1901).
2
For some, the emergence o f s e l f - f in a n c in g  through corporate  
r e ta in e d  earn in gs has been an enormously s ig n i f ic a n t  developm ent 
which has a lte r e d  the character  of W estern c a p ita lism . As an im­
p ortan t source o f c a p i t a l ,  i t  has crea ted  a power s h i f t  from the  
e x te r n a l to  the in te r n a l c e n te r s  o f power in  the corporate s tr u c ­
tu r e . See G a lb ra ith , The New In d u s tr ia l  S ta t e ,  p . 92 . B erle  and 
Means have held  s im ila r  view s s in c e  the t h i r t i e s  when th e ir  c la s s i c  
book came o u t. See Adolph A. B e r le , J r . ,  and Gardiner C. Means,
The Modern C orporation and P r iv a te  Property (r e v . e d . ; New York: 
H arceurt, Brace and World, I n c . ,  1968); and Adolph A. B e r le , J r . ,
The T w entieth Century C a p ita l is t  R evo lu tion  (New York: H arcourt,
Brace and World, I n c . ,  1954 ). However, L intner takes a sh arp ly  
d if f e r e n t  view on the same su b je c t  in  John L in tn er , "The F inancing  
o f  C orporation s,"  in  The C orporation  in  Modern S o c ie ty ,  e d . by 
Bdward S . Mason (New York: Atheneun, 1970), pp. 160-201. A lso ,
see  Ben B. S e lig n a n , "The American C orporation: Id eology  and
R e a lity ,"  D is s e n t . Summer, 1964, p . 325; and W ilbert B. Moore,
The Conduct of the C orporation (New York: Random House, I n c . ,  1962),
P. 227 .
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o f  s o c ia l  r e la t io n s  haa baan tha e n te r p r ise  or f i r n .  The aa jor  
s o c ia l  problaa i s  th a t o f in d u s tr ia l  c o n f l i c t  between tha eap loyer  
and worker. To tha e x ta n t th a t  tha in veataan t p rocess has bean 
r o u tin isa d  and c la a s  c o n f l i c t  en cap eu la ted , tha is s u e  o f c la s s  
s t r i f e  no longer a c ts  to  p o la r is e  the country . These o ld er  prob- 
la a s  o f an in d u s tr ia l  s o c ie t y  have baan anted , i f  not so lv e d .*
In tha p o s t - in d u s tr ia l  s o c ie t y ,  tha p r in c ip a l p rob lea  i s  
th a t o f  tha o r g a n isa tio n  o f  s c ie n c e  and tha research  in s t i t u t io n  
where such work i s  c a rr ie d  o u t. In tha n in eteen th  and e a r ly  
tw e n tie th  c e n tu r ie s , the s tr e n g th  o f  a n a tion  waa i t s  in d u s tr ia l
*B ell r e c e n t ly  w r ite s  th a t the in d u s tr ia l  s o c ie t y  in  the  
West was aarked by th ree  d i s t in c t iv e  fe a tu r e s :  the growth o f the
co rp o ra tio n , the in p r in t  o f th e  aachine and i t s  rhythas on the  
ch aracter  o f  the work, and labor c o n f l i c t ,  which threatened  to  
tear  s o c ie t y  a p a rt. A l l  th ree  o f  theae e le n e n ts  are aarked ly  
changed in  the p o e t - in d u s tr ia l  s o c ie t y .  P a r t ic u la r ly  in  the case  
o f  labor c o n f l i c t s  the s ta k e s  were p r iv a te , d e f i n i t e ,  and a a t e r ia l ,  
auch aa wage r a te s ,  working c o n d it io n s , and work hours. The 
s tr u g g le  was in te n se  but l i a i t e d .  Once organ ised  labor had been 
reco g n ised  and i t s  ca p a c ity  to  co n tra ct fo r  a l l  i t s  neabers was 
a d a it te d , in d u s tr ia l  c o n f l i c t  becaae in s t i t u t io n a l i s e d  w ith  a 
g iv en  s e t  o f r u le s  and s tr a te g y . See D an iel B e l l ,  a s rep orted  in  
Toa B o ttoaore , MThree Authors in  Search o f a P ro letar ia t,**  The 
New York Review o f  Books. A p r il 6 , 1972, pp. 31-34; and Francois 
Beurricaud, " P o st-In d u str ia l S o c ie ty  and the Paradoxes o f  W elfare,"  
Survey. XVI (W inter, 1971), 5 7 -6 0 . Louis H arr is , one o f  the a o s t  
r e l ia b le  o f  the p o l la t e r s ,  reaark s th a t in  A aerican s o c ie t y  the  
e c o a o a ic  i s s u e s  are no lin g e r  aa doainant a s  they used to  b e .
A lso , i t  was rep orted  in  a survey th a t the n a t io n 's  young aanagers 
r a te  aonetary reau n eration  as s ix te e n th  on a l i s t  o f  c o a p la in ts  
about th e ir  job s i t u a t io n s .  L ou is H a r r is 's  reaarks were heard on 
"The P e r i l s  o f P o ll in g :  Caapaign '7 2 ,"  CBS T e le c a s t , August 13,
1972, n arrator , Roger Nudd. For the survey o f  the young aanagers, 
se e  Roger R ic k le f s ,  "The N o n con fora ists: Young Managers Today
L ess Eager to  Adapt, So F ir a s  A lte r  P o l ic ie s ,"  Wall S t r e e t  Jou rn al. 
May 16, 1973, pp. 1, 2 3 . I t  should  a ls o  be noted th a t we are ap­
proaching the beginn ing o f  an end to  the pheasaonen o f  the s t r ik e ,  
as ev idenced  in  a n o -s tr ik e  agreeaen t haaaered out r e c e n t ly  by the  
U nited  S tee lw ork ers' Union and the s t e e l  in d u stry . See A. H. 
R askin, " S tr ik e  S u rcease ,"  Mew York T ia es . June 5 , 1973, p . 39 a .
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c a p a c ity , tha c h ie f  indax o f  which was a ta a l p r o d u c tio n .1 A ftar  
tha Sacond World War, howavar, tha a c ia n t i f i c  ca p a c ity  o f  a 
country becaae a d a tara in an t o f  i t s  p o ta n t ia l  and powar, and r e -  
saarch and davalopaant raplacad  a ta a l a s a coap arative  aaasura  
o f tha a tran gth  o f  n a t io n s .
Tha natura and kinds o f  a ta ta  support fo r  a c ia n ca , tha 
p o l i t i c i s a t i o n  o f sc ia n e a , tha s o c io lo g ic a l  problans o f  tha o r ­
g a n isa tio n  o f  work by sc ia n ca  and i t s  ta r n s —a l l  thasa bacoaa tha 
c a n tr a l p o lic y  is s u a s  in  tha p o s t - in d u s tr ia l  s o c ia t y .  Howavar, 
tha as jor  aconoaic  as w a ll as p o l i t i c a l  problaa i s  tha growth o f
a non-aarkat w alfara  aconoay and tha lack  o f adaquate aach an isas
£to  dacida the a l lo c a t io n  o f  p u b lic  goods.
1Por a x a a p le , tha la ta  P riaa M in ister  Nahru o f  In d ia , tha 
a r c h ite c t  o f tha Indian p o l ic y  o f in d u s t r ia l i s a t io n ,  once raaarkad  
th a t a nuaber o f  t e x t i l e  n i l l s  i s  not in d u s tr ia l i s a t io n .  I t  i s  
a a ra ly  p la y in g  w ith  i t .  I n d u s t r ia l is a t io n  i s  a th in g  th a t p ro ­
duces s t e a l .  The w orship o f s t e a l ,  which began in  tha S o v ie t  
Union, had bacoaa ao overw helaing a fo r c e  in  tha underdeveloped  
c o u n tr ie s  th a t in  W ashington's p arty  c ir e le a  i t  was a joke to  tha 
a f f e c t  th a t any newly d ev e lo p in g  country had four r e a l ly  urgent 
aaada: a s t e a l  a i l l ,  a n a t io n a l a i r l i n e ,  a s ix - la n a  highway, and
an in v i t a t io n  fo r  tha p rea id en t o f tha country to  addreas tha  
Washington P ress C lub. Sea C o lin  C lark, "Growthaanship": Pact
and P a lla c y . An E d ucation al Monograph (Haw York: N ation a l A sso ­
c ia t io n  o f  M anufacturers, 1965), p . 12. Sea a ls o  Drucker, Tha 
Aoa o f D isc o n t in u ity , p . 2 6 5 .
^Bourricaud, " P o s t-In d u s tr ia l S o c ia ty  and tha Paradoxes 
o f  W alfara ," pp. 4 3 -5 9 . Tha problaa o f  tha o rg a n isa tio n  o f  work 
by sc ia n c a  i s  tha aoat c r u c ia l  o f a l l  in  tha long run. In an age 
o f  a u to a a tio n , as Marcuse e n v is io n s , tha aachina renders p o s s ib le  
tha r e v e r sa l  o f  tha r e la t io n  between fr e e  t ia a  and working t ia a  
on which tha e s ta b lis h e d  c i v i l i s a t i o n  r a a ts .  Tha working t in e  b e -  
coaes a a r g in a l and f r e e  t in e  becowes f u l l  t in e .  Tha r e s u l t  o f  
t h i s  would be a r a d ic a l  tra n sfo r n a tio n  o f v a lu e s , f o r ,  a s Praud 
s a id , work was tha c h ie f  naans o f b in d in g  an in d iv id u a l to  r e a l i t y .  
What w i l l  happen, than, whan not on ly  tha worker but tha work i t ­
s e l f  i s  d isp la c e d  by tha aach in o? Sea H erbert Marcuse, Bros and 
C iv i l i s a t io n .  A P h ilo so p h ic a l In q u iry  in to  Praud. V intage Books
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B. C reation  of the S e r v ic e  Economy 
Clark d iv id e a  the varioua kinds o f econoay in to  d i f f e r e n t  
s e c to r s :  the primary b ein g  predom inantly a g r ic u ltu r a l;  the secon -
dary, m anufacturing or in d u s tr ia l;  and the t e r t ia r y ,  s e r v ic e s .
He argues th a t th ere  i s  a path along which every  economy would 
e v e n tu a lly  p a s s . As soon as i t  becomes in d u s tr ia l i s e d ,  a t  which 
time the demand for  h e a lth , r e c r e a t io n , and the l ik e  in c r e a se s  as 
the n a tio n a l income in c r e a s e s , the grea ter  p rop ortion  o f  i t s  
labor fo r c e  would in e v ita b ly  move toward the s e r v ic e  s e c to r .*
(New York: A lfred  A. Knopf, I n c . ,  1955), c h s . 9 -1 0 . See a ls o
Paul Goodman, "L eisure and Work," in  Autom ation: Im p lica tio n s
fo r  the F uture. ed . by M orris P h ilip e o n , V intage Books (New York:
A lfred  A. Knopf, I n c . ,  1962), pp. 440-456; and D a n ie l B e l l ,  The
Bnd o f Id eo lo g y . On the Exhaustion o f  P o l i t i c a l  Ideas in  the  
P i f t i e s  (New York: C o ll ie r  Books, 1961), pp. 271 -272 .
*C olin  C lark, The C on d ition s o f  Economic P ro g ress . (3rd  
e d .;  London: Macmillan & C o., 1957). Kuzneta a ls o  has d escr ib ed
s im ila r  p a tte rn s  o f  economic growth. For him, th ese  s ta g e s  o f  
growth take the fo llo w in g  sequence:
1. Food production  and a g r ic u ltu r e  g e n e r a lly
2 .  P h y sic a l manufacture
a . p h y s ic a l c a p ita l  ( tr a n sp o r ta t io n ,
power, p la n t , m achines)
b . consumer nondurables
c .  consumer du rab les
3 . I n d u s tr ia l iz a t io n  o f  a g r ic u ltu r e
4 . T ech n ica l s k i l l s  and s e r v ic e s
a . e x p e r ts  on the nonhuman e n v iro nment
b . e x p e r ts  on human m o tiv a tio n  and o rg a n iza tio n
See Simon K uznets, Toward a Theory o f  Economic Growth, w ith  "Re­
f l e c t io n s  on the Economic Growth o f  Modern N a tio n s ." The Norton 
Library (New York: W. W. Norton fc C o., I n c . ,  1968), pp. 1 -82 .
I t  should be noted h ere , however, th a t in  a h ig h ly  in d u s tr ia l is e d  
system  a l l  o f  th e se  a sp e c ts  o f prod u ction  are to  same e x te n t  con­
c u rren t. As Moore p o in ts  o u t, the h y p o th esis  advanced here r e ­
la t e s  sim ply to  p r i o r i t i e s  in  the a l lo c a t io n  o f  reso u rces and
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Tha f i r s t  and s im p le st  dim ension o f a p o a t- in d n a tr ia l  
a o c ia ty  i s  th a t tha ma jor i t y  o f  tha labor foroa  ia  no longer  
engaged in  a g r ic u ltu r a  or m anufacturing, but in  s e r v ic e s ,  which  
ara d e fin e d , r e s id u a l ly ,  a s  tra d e , f in a n c e , tra n sp o r t, h e a lth , 
r e c r e a t io n , e d u ca tio n , and govarnaant. As can ba aaan fr o a  
T ablas 12 to  15, tha Unitad S ta ta a  i s  tha on ly  n a tio n  in  tha 
world in  which tha a a rv ica  sa c to r  accounts fo r  aora than h a lf  o f  
tha t o t a l  aap loyasn t and aora than h a lf  o f  tha groaa n a tio n a l  
product. I t  i s  tha f i r s t  aarv ica  aconoay, tha f i r s t  n a tio n  in  
which tha aajor p o r tio n  o f  the p op u la tion  i s  engaged n e ith e r  in  
agrarian  nor in  in d u s tr ia l  s e c t o r s .*
th e ir  changes through t ia a .  A lso , i t  has a lrea d y  baan evid en ced  
in  tha underdeveloped c o u n tr ie s  th a t they  ia p o r t  p la n t and eq u ip ­
ment, and soae te c h n ic a l s k i l l s ,  and w i l l  s t a r t  aan u factu rin g  
consumer nondurables in a m d ia te ly . Sea W ilb ert B. Moore, Economy 
and S o c ia ty . Random House S tu d ie s  in  S o c io lo g y  (New York: Random
House, I n c . ,  1955), pp. 41-43; and P ater T. Bauer and B a s i l  S . 
Yamey, Tha Economics o f  Underdeveloped C o u n tr ie s . Cambridge 
Economic Handbooks (C hicago: U n iv e r s ity  o f  Chicago P r e ss , 1957),
ch . x .  A lso , fo r  a fu r th er  ra fin a a a n t o f  t h is  th eaa , based on a 
C h r is tia n  Bngel theorem th a t as n a tio n a l income r i s e s  there i s  a 
s h i f t  in  the s lo p e  o f  purchases to  s e r v ic e s ,  sea  Paul H att and 
N elson  F oote, " S o c ia l M o b ility  and Economic Advancement,H The 
American Economic Review. XLIII (May, 1953), 334-378 . H att and 
Foote a ls o  exten d  the theme in  i t s  lin k age between the s e c to r a l  
changes and p a tte r n s  o f  s o c ia l  n o b i l i t y .  For them, the a o s t  im­
p ortan t developm ent in  t h i s  lin k age  in  modern s o c ie ty  i s  th e  trend  
toward p r o fe s s io n s  l ia s t io n  o f  work and the c r u c ia l  im portance o f  
the in t e l l e c t u a l  s e c to r .  I b id . A lso , se e  B e l l ,  "The P o s t -  
In d u s tr ia l  S o c ie t y ,H pp. 105-107.
^Furthermore, in  1947, employment stood  a t  approxim ately  
58 m il l io n .  By 1949, i t  was a t  about 72 m il l io n .  V ir tu a lly  a l l  
o f  t h is  in c re a se  occurred in  in d u s tr ie s  th a t p rovide s e r v ic e s ,  
as in  banka, h o s p i t a ls ,  r e t a i l  s t o r e s ,  and s c h o o ls . T his se r v ic e  
se c to r  i s  comprised o f  tra d e , f in a n c e , insurance and r e a l  e s t a t e ;  
th e  p er so n a l, p r o fe s s io n a l ,  b u s in e ss , and rep a ir  s e r v ic e s ;  and 
th e  gen era l government. I t  i s  now the major growth se c to r  o f  the  
economy. See V ictor  K. Fuchs, "The F ir s t  S e r v ic e  Economy," The 
P u b lic  I n te r e s t .  W inter, 1900, pp. 7 -17; and B e l l ,  "Technocracy
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TABLE 12
THE WORLD'S LABOR FORCE BY BROAD ECONOMIC SECTOR, 
AM) BY CONTINENT AND REGION, 1960
P lrea n ta g t d i s t r i -  
T ota l b u tion  by so c to r
labor A g r i-
Ragion
fo rce
(m ill io n s )




S e r ­
v ic e s
World 1 ,296 58 19 23
A fr ica 112 77 9 14
Wastarn A fr ica 40 80 8 13
B astarn A frica 30 83 7 10
Middle A fr ica 14 86 6 8
Northern A fr ica 22 71 10 19
Southern A fr ica* 6 37 29 34
N orthern America* 77 8 39 53
L atin  America 71 48 20 32
M iddle America (Mainland) IS 56 18 26
Caribbean 8 S3 18 29
T rop ica l South America 37 52 17 31
Teaperate South America* 12 25 33 42
A sia 728 71 12 17
B ast A sia (M ainland) 319 75 10 15
Japan* 44 33 28 39
Other B ast A sia IS 62 12 26
M iddle South A sia 239 71 14 15
S ou th east A sia 90 75 8 17
Southw est A sia 20 69 14 17
Europe* 191 28 38 34
W estern Europe* 60 14 45 41
Northern Europe* 34 10 45 45
E astern  Europe* 49 45 31 24
Southern Europe* 47 41 32 27
Oceania** 6 23 34 43
A u str a lia  and New Zealand 5 12 40 49
M elanesia 1 85 5 10
USSR* 111 45 28 27
Nota: Owing to  indapondont rounding, tha aun o f  tha parta nay
not add up to  group t o t a l s .
aMoro davalopad rag ion s
^Excluding P olynaaia and M icronaaia




LONG-TERM DEVELOPMENT OP THE ECONOMICALLY ACTIVE 
POPULATION BY SECTORS OP THE NATIONAL ECONOMY 
(by percen tage)
Country Year Industry* A g r icu ltu re1* S e r v ic e s 0
USSR 1913 9 75 10
1928 8 80 12
1937 24 50 20
1950 27 48 25
1958 31 42 27
1904 35 33 32
USA 1820 12 72 10
1850 17 05 18
1900 27 38 35
1920 33 28 39
1940 35 19 40
1950 37 13 50
1904 34 7 59
1972 e stim a te 31 5 04
2000 e stim a te 2 .5 —
Great
B r ita in 1811 39 34 27
1841 44 23 33
1871 49 15 36
1901 47 9 44
1921 49 7 44
1951 49 5 40
1903 47 4 49
1970 e stim a te 47 3 50
• in d u s t r y  in c lu d e s  m ining and q u a rry in g ,  M anufacturing  
in d u s t r i e s ,  and c o n s tr u c t io n .
^A gricu lture in c lu d es a g r ic u ltu r e , fo r e s tr y ,  hu ntin g, 
and f i s h in g .
S e r v ic e s  inclu de conaerce, tran sp ort and coasaini c a t  io n s , 
sto ra g e  and w arehousing, government a d m in istra tio n  and s e r v ic e s .
Source: R ich ta , C iv i l i s a t io n  a t  the C rossroads, p . 323.
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TABLB 14
PERCENTAGE DISTRIBUTION OP MAGB BARNBRS AND SALARIED 
EMPLOYEES BY BRANCHES OF THE NATIONAL ECONOMY
USA 1947 1957 1902 1906
A ll  wagt u r m r i  and 
s a la r ie d  employees 100 100 100 100
Workers in  the M ateria l 
sphere o f production 59 .2 53 .1 4 8 .3 4 5 .9
in c lu d in g :
a g r ic u ltu r e 15 .8 10.5 8 .0 5 .9
ind u stry 31 .0 30 .5 2 8 .8 29 .1
c o n str u c tio n 3 .8 4 .9 4 .4 4 .8
tran sp ort and
communications 8 .0 7 .2 0 .5 0 .1
Workers in  other branches 
o f  the n a tio n a l economy 4 0 .8 46 .9 5 1 .7 5 4 .1
in c lu d in g :
commerce 17.2 1 8 .4 19.1 19 .5
f in a n c ia l  in s t i t u t io n s ,  
insurance and r e a l  
e s t a t e 3 .4 4 .2 4 .6 4 .5
d i f f e r e n t  s e r v ic e s 9 .7 11 .4 12 .8 14.1
government a d m in is tra tio n  10 .5 12.9 15.2 10 .0
Source: R ich ta . C iv i l i s a t io n a t  the C rossroads. P. 329.
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TABLB 15
CHANGES IN THE OCCUPATIONAL STRUCTURE
Annual Increm ents o f  O ccupations in  tha USA, 1950-1960
(by p ercen ta g e )
O ffic a  machine operators +8.5
C ash iers + 7 .4
Laboratory workers +6.0
E ngineers -+5.1
S e c r e ta r ie s  +3.8
Foremen +3.5
W aiters +2.6
M echanics and repairm en +2.5
Natural s c i e n t i s t s  +2.5
D rivers +2.5
Toolmakers +1.8
Salesm en + 1.2
P h y sic ia n s  +0.8
M etal workers 0 .0
Laborers -0 .1
Furnace men and sm e lte r s  -1 .6
Self-em p loyed  managers -1 .7
S tok ers -2 .7
Farm lab orers -3 .2
Farmers -3 .3
Source: Computed on the b a a is  o f  data from Mark R u tsick  and
S o l S w er d lo ff , HThe O ccupational S tru ctu re  o f  US 
Employment, 1940-1960," Monthly Labor Review. LXXXV 
(November, 1962), 1211.
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C. Growth o f  tho P r o fe s s io n a l and T ech n ica l C lass
The u ses  o f  tech n ology  in  a s o c ie t y ,  whether in  produc­
t iv e  p r o c esse s  or e lsew h er e , have th ree  ia p e r ta n t consequences  
on the denand far  s k i l l s  in  i t s  labor fo ro e t the ob so lescen ce  
o f  s k i l l s ,  the d i lu t io n  o f  s k i l l s ,  and the denand fo r  new s k i l l s .  
S k i l l s  are made o b s o le te  by the d e c lin in g  denand fo r  p a r t ic u la r  
products and by the n ech a n ix a tio n  o f  o p e r a tio n s . In a h ig h ly  
d if f e r e n t ia t e d  econony w ith  an in c r e a s in g  d iv is io n  o f  labor, the  
s p e c ia l i s a t io n  o f  ta sk s  lead s to  the d i lu t io n  o f s k i l l s  where 
laber i s  su b serv ien t to  the n a ch in e . In crea s in g  s p e c ia l i s a t io n  
o f  ta sk s a ls o  lead s to  the denand fo r  new s k i l l s ,  in c lu d in g  the  
d e s ig n  o f p r o c e sse s , the co o rd in a tio n  o f  s p e c ia l is e d  a c t i v i t i e s ,  
and the supply o f in f o r n a t io n .*
Bxpansion o f  in d u s tr ia l  tech n ology  has profoundly a lte r e d  
the kind o f  s k i l l s  denanded fro n  the econ on ie  p o p u la tio n . There 
can be seen  a stea d y  red u c tio n  in  the p rop ortion  o f u n sk ille d  
workers and an in c re a se  in  the nunber o f  s e n i s k i l l e d  and a k i l le d  
w orkers. As shown in  T ab les 16 and 17, the d is tr ib u t io n  o f  s k i l l s
and P o l i t i c s , " pp. 4 -5 .  I t  sh ould  bo noted th a t the kind o f  s e r ­
v ic e s  ew phaslsed here are s i n i l a r  to  th o se  provided by, fo r  
exaw ple, the p u b lic  works d ep artaen t in  a M etropolitan  area or 
the o u tp a tie n t  d ep artaen t o f a h o s p i t a l ,  ra th er  than tha s e r v ic e s  
provided  by b a rb ers. The la t t e r  have been w ith  us s in c e  p r l a i -  
t iv e  t i a e s .  As Bourricaud p o in ts  o u t, the p o s t - in d u s tr ia l  s o ­
c ie t y  i s  a s o c ie ty  o f  s e r v ic e s  o f  the forn er  k in d . This a ls o  i s  
a aajor problaa area fo r  the p o s t - in d u s t r ia l  s o c ie t y ,  because  
th ese  s e r v ic e s  are d i f f u s e d .  I t  i s  d i f f i c u l t  to  d a te  rad. na who 
the b e n e f ic ia r ie s  a r e , and th e r e fo r e , to  a s s ig n  th e ir  c o s t s .
S ee  Bourricaud, " P o s t -In d u s tr ia l S o c ie ty  and the Paradoxes o f  
W elfare,"  pp. 4 8 -5 1 .
Htoore, Beonoay and S o c ie ty , pp. 39 -41 .
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has s ig n i f i c a n t ly  changed avan in  tha ahart p er iod  fr o a  1925 to  
1961. P a r t ic u la r ly  a f t e r  the Second World War, knowledge has 
been made p ro d u ctiv e . T h is has brought about changes in  job  
s tr u c tu r e , c a r e e r s , and o r g a n isa t io n s  as d r a s t ic  as th ose  which 
r e s u lte d  in  the fa c to r y  fro n  the a p p lic a t io n  o f s c i e n t i f i c  
management to  manual work.*
In id e n t ify in g  th e  change o f  o ccu p a tio n a l p a tte r n --n o t  
only where people work, but the kind o f work they  do--w e se e  th a t  
in  the p o s t - in d u s tr ia l  s o c ie t y ,  expansion  o f  the s e r v ic e  economy, 
w ith  i t s  em phasis on tra d e , f in a n c e , ed u ca tio n , and government, 
has n a tu r a lly  brought about a s h i f t  to  w h ite -c o l la r  o ccu p a tio n s. 
In the U nited  S t a t e s ,  by 1956, fo r  th e  f i r s t  tim e in  the h is to r y  
o f  in d u s tr ia l  c i v i l i s a t i o n  w h ite -c o l la r  workers out numb sred  b lu e -  
c o lla r  workers in  the occu p ation a l s tr u c tu r e . S in ce  1956 the 
r a t io  has been widening s t e a d i ly ;  today w h ite -c o l la r  workers o u t­
number b lu e -c o l la r  workers by more than f iv e  to  fo u r .
Aa can be seen  from Table 18, the most s t a r t l in g  occupa­
t io n a l  change has been the growth o f  p r o fe s s io n a l and te c h n ic a l  
jobs which u s u a lly  req u ire  some c o lle g e  ed u ca tio n . This growth 
r a te  was tw ice th a t o f the average . S t i l l  more c h a r a c te r is t ic  
o f  the p o s t - in d u s tr ia l  s o c ie t y  i s  the growth r a te  o f  s c i e n t i s t s  
and e n g in e e r s , which i s  t r ip le  th a t o f  the working p op u la tion  as
*I b id . A lso , s e e  R obert L. H eilb ron er, The Making o f  
Bcowomic S o c ie ty  (Bnglewood C l i f f s ,  N. J . t  P r e n t ic e -H a ll , I n c . ,  
1962), pp. 104-107; and D rucker, T echnology. Mansgemsnt A 
S o c ie ty ,  pp. 3 7 -3 9 .
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TABLB 10
PERCENTAGE DISTRIBUTION BY SKILL OP WAGB BARNBRS 
IN THB INDUSTRY OP TW USSR
B eginning o f tho 
P rocess o f  s c i o n t i f i c
in d u s tr ia l iz a t io n  and to c h n o lo g ic a 1
r e v o lu tio n
1923 1950 1901
S k i l le d  1 8 .5  4 9 .0  0 4 .0
S e m isk ille d  4 1 .3  4 7 .9  3 4 .2
U n sk illed  4 0 .2  2 .5  1 .2
TABLB 17
PBRCBNTAGB DISTRIBUTION BY SKILL OP WAGB BARNBRS 
IN THB U .S . BOONOMY (BXCLUDING AGRICULTURE AND SBRVIC8S)
C losin g  phase 
o f  in d u s tr ia l i s a t io n
B eginning o f  
s c i e n t i f i c  and 
te c h n o lo g ic a l  
r e v o lu t io n
1920 1930 1940 1950 1904
S k i l le d  wage earn ers  
and foreman 32 .3 3 2 .3 30 .1 3 4 .4 3 0 .0
S e m isk ille d 3 8 .8 4 0 .0 40 .2 4 9 .0 5 0 .1
U n sk ille d 2 8 .9 2 7 .7 2 3 .7 10 .0 13 .9
Source: R ich ta , C iv i l i s a t io n  a t  th e  C rossroads, p . 331. (Both
t a b l e s . )
TABLB 18
BMPLOneNT BY MAJOR OCCUPATION GROUP, 1964, 




( in  n i l l io n s ) Percentage
Nunber 
( in  n i l l io n s ) Percentage
change,
1964-75
T ota l anploynont 7 0 .4 100.0 88 .7 100.0 -26
W h ita-co llar  workers 3 1 .1 44 .2 4 2 .8 48 .3 -38
P r o fe ss io n a l, te c h n ic a l ,  
and kindred workers 8 .6 12.2 13.2 14 .9 -54
Managers, o f f i c i a l s  and 
p r o p r ie to r s , excep t farn 7 .3 10.6 9 .2 10 .4 -23
C le r ic a l  and kindred workers 10 .7 15.2 14.6 16.5 -37
S a la s  workers 4 .5 6 .3 5 .8 6 .5 -30
B lu e -c o lla r  workers 2 3 .5 36 .3 2 9 .9 3 3 .7 -17
C raftsnen , forenan , and 
kindred workers 9 .0 12 .8 11 .4 12.8 -27
O peratives and kindred workers 12 .9 18 .4 14 .8 16 .7 -15
Laborers, except fa rn  and n ine 3 .6 5 .2 3 .7 4 .2 b
S erv ice  workers 9 .3 13.2 12.5 14.1 -33
Farners and fa rn  nanagora, 
la b o rers , and forenan 4 .4 6 .3 3 .5 3 .9 -21
•P r o je c t io n s  assuna a n a tio n a l unenployaont ra te o f  3 per cen t in 1975. The ch o ice  e f
3 per o«at unenploynent as a b a s is  fo r  thasa p r o jec tio n s  doas not In d ie sta  an aadorsaaant o f  ar 
avan a w illin g n e s s  ta  accap t th a t la v a l o f unaaployaant.
^Lass than 3 par cant
Notes Baoaasa o f  rounding, suns o f  in d iv id u a l ita n s  nay not aqual t o t a l s .
Soureal N ation a l C on aission  on Tachnology, A utonation, and Bconoaic P rograss. Technology and 
tha Anarican Bconony (W ashington. D. C .t N ational C onnisaion on Tachnology, Auxona- 
TToh,“a’hSTBeononTe P rogress, I9 6 0 ), p . 30.
75
a w h ole .*
D. Primacy o f  T h eo r e tica l Knowledge 
What ia  most d a c ia iv a  fo r  tha o r g a n isa tio n  o f  d acia ion a  
and tha c o n tr o l o f  changa in  tha p o a t - in d u s tr ia l  a o c ia ty  i s  tha 
c a n tr a l i t y  o f  th a o r a t ic a l  know ledge--the primacy o f thaory ovar 
a a p ir ic ism  and tha c o d if ic a t io n  o f  knowledge in to  a b s tr a c t  e y e -  
tams o f  symbols th a t can ba u t i l i s a d  to  i llu m in a ta  many d if fa r a n t  
and va r ied  c ircu m stancaa . Bvary modarn s o c ia ty  non liv a a  by 
in n ovation  and grow th and by soaking to  a n t ic ip a ta  tha fu tu ra  
and to  p lan  ahaad. Not to  a n t ic ip a ta  tha fu tu ra  i s  to  ba v ic -  
t in is a d  by i t .  I t  i s  t h i s  commitment th a t in trod u ces tha need
B a l l ,  "Tha Measurement o f  Knowledge and Tachnology,"  
pp. 154-155. Many s o c ia l  s c i e n t i s t s  have g e n e r a lly  agreed on 
the r i s e  o f  tha phenomenon o f  tha p r o fe s s io n a l and te c h n ic a l  
c la s s .  B oulding c a l l s  t h i s  phenomenon tha "Education and S c ie n ­
t i f i c  B sta b lia h n e n t." G alb ra ith  c a l l s  i t  tha "B ducational and 
S c i e n t i f i c  B a ta ta ."  T his a a s a n t ia l  agreement on tha phenomenon 
can bo found in  tha fo llo w in g  so u rces: Kenneth B ould ing, as
quoted in  B r se s in sk i, "Tha American T r a n s it io n ,"  p . 20; G a lb ra ith , 
Tha Nam In d u s tr ia l  S t a t a .  ch . xxv; Oruckar, Tha Age o f  D isco n ­
t in u it y .  P t .  Four; H erbert Simon, Tha Shape o f  Automatioo fo r  Man 
and Management. Harper Torchbooks (Nam York: Harper A Rom, Pub­
l i s h e r ,  19651, pp. 47-52; H arold J .  L e a v it t  and Thomas L. W hislar, 
"Tha Management in  tha 1980*s ,"  Harvard B u sin ess Raviem. XXXVI 
(November-December, 1958), 41-48; and Kenneth S . Lynn and o th e r s , 
a d s . ,  Tha P r o fe ss io n s  in  Anarica (B oston: Beacon P r e ss , 1967).
However, tha emergence o f  p r o fe s s io n a l- te c h n ic a l  e x p erts  as a 
governing c la s s  mas e n v is io n e d  n ear ly  fo r ty  years ago by R u s s e l l .  
He su g g ested  th a t the men mho understand the com p licated  mecha­
nism o f  a modern community and mho have the h ab it o f  i n i t i a t i v e  
and d e c is io n  must in e v ita b ly  c o n tr o l the course o f e v en ts  to  a 
g rea t e x te n t .  R ich te  a l s o  has s im ila r ly  argued th a t the s c ie n ­
t i f i c  m astery o f  modern s o c ie t y  req u ires  the dom ineering presen ce  
o f  a h ig h ly  tra in ed  research  e l i t e  end i t s  la rge  te c h n ic a l s t a f f .  
See Bertrand R u s s e l l ,  The S c i e n t i f i c  O utlook . The Norton L ibrary  
(Nam York: W. W. Norton & Company, I n c . ,  1962), pp. 225-226;
and R ich ta , C iv i l i s a t io n  a t  the C rossroads, pp. 217-226 .
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fo r  p lan n ing  and fo r e c a s t in g  in to  s o c ia t y .  I t  i s  inn ovation  
th a t makes th e o r e t ic a l  knowledge c e n t r a l .*
T ables 19 to  25 g iv e  a com parative p o r tr a it  o f  the en or­
mous amount o f  money and human energy being  sp en t in  the p u rsu it  
o f  th e o r e t ic a l  knowledge in  the U nited  S ta te s  and other advanced 
in d u s tr ia l  c o u n tr ie s . T h is a l s o  g iv e s  c r e d ib i l i t y  to  the n o tio n  
o f  the primacy o f  th e o r e t ic a l  knowledge. Over tha p a st twenty  
y e a rs , resea rch  and development exp en d itu res in  America have 
m u lt ip lie d  f i f t e e n  tim es. By d ev o tin g  3 per cen t o f the gross  
n a tio n a l product t o  research  and developm ent, America has become 
a symbol fo r  other c o u n tr ie s  who now regard t h is  as a ta r g e t  to  
be reach ed .2
B. The S e l f - s u s ta in in g  T ech n o log ica l Growth 
In d u str ia l econom ies became p o s s ib le  and matured when 
in d u s tr ia l  s o c i e t i e s  were a b le  to  c re a te  the in s t i t u t io n a l  mecha-
3
nism for  c a p it a l  form ation . A modern s o c ie t y ,  in  order to  avoid
* B e ll , "The Measurement o f Knowledge and Technology,"  
pp. 150-157. A lso , Drucker view s t h i s  phenomenon o f knowledge 
in  i t s  p rod u ctive  a p p lic a t io n  where i t  becomas perhaps a major 
u n p red ictab le  e v e n t . For him, in  contemporary s o c ie ty  knowledge 
has becoma "the c e n tr a l c a p i t a l ,  the c o s t  c e n te r , and the c r u c ia l  
resou rce  o f  the economy." I t  changes labor fo r c e s ,  work and i t s  
in s t i t u t io n s ,  le a r n in g , and p o l i t i c s .  See Drucker, Tha Age o f  
D is c o n t in u ity , pp. x i ,  26 3 -2 8 6 .
2Be11, "The Measurement o f Knowledge and Technology,"
p . 228 .
^ h u s ,  fo r  th e  underdeveloped c o u n tr ie s , a c e r ta in  ameunt 
o f  sav in g  and c a p ita l  form ation i s  p rescr ib ed  in  th e ir  e f f o r t s  to  
become I n d u s tr ia l is e d . For exam ple, c a p it a l  form ation in  terms 
o f  an annual rein vestm en t o f about 10 per cen t o f  the n a t io n 's  
g ross n a t io n a l product has become the s o - c a l le d  " ta k e-o ff"  p o in t
TABLB 19
BXPBNDI7URBS ON PUNDAMBNTAL RBSBARCH IN THB USA, 1995
P erforners
O rigin  o f funds 
( n i l l i o n s  o f  d o lla r s )
Pedera1 
governnent Industry
U n iv e r s it ie s  
Proper FCRC*
Non*
p r o f i t
organ i­
z a tio n s T ota l
P ercen t-
•9*
o r ig in  
o f  funds
Federal governnent 434 191 930 198 118 1,851 6 3 .0
1,118
Industry
U n iv e r s it ie s
N onprofit












T otal 434 007 1.492 198 205 2 ,926 100.0
Percentage o f  
p erforners 14 .0 3 1 .0 51
1 ,690
7 7 .0 100
5 8 .0
^Federal co n tra ct research  c e n te r s .
Source: OBGD, Reviews o f N ational S c ien cs  P o l ic y : U nited S ta te s ,  p . 34.
TABLB 2 0
RXniDITURBS PGR RESEARCH AND DBVBLOPISNT
USA 1920 1930 1940 1950 1955 1960 1963 1965
T ota l axpandituraa fo r  
raaaarch aod davalop- 
aant in  n i l l io o a  of  
d o lla ra 180 400 1100 3400 6390 13,890* b18,200 22 ,000
Annual parcantaga growth ---- ----- ---- 13 .5 16.9 9 .3 10 .0
of which axpandituraa  
fo r  b aa ic  raaaarch in  
n i l l io n a  o f d o lla ra 547 1,256 1,815 2 ,4 5 0
Annual parcantaga growth ----- ----- WWW ----- 13 .0 18.2 13.2 16.2
Shara o f b aa ic  raaaarch  
in  tha t o t a l  axpandi* 
turaa fo r  raaaarch  
and davalopaant ----- ----- — ----- 8 .6 9 .1 10 .0 11 .ac
*0f  which about 60 par cant i*  a i l i t a r y ,  apaca and a ton ic  raaaarch  
^ a w  s a r ia s  rap lacin g  foraar aariaa
^ h a  raaaarch in  a o c ia l  acian cas ia  cavarad only p a r t ly  ao th a t tha raa l ahara of  
b aa ic  raaaarch i s  aa tin a tad  a t  12 par ca n t.




COMPARISON OP THB RU> EFFORT OF TW USA 
WITH THAT OP OY1CR WESTERN COUNTRIES
Country
GNP in  
b i l l io n s  
o f  










n i l l io n s )
1904
Rtf) expenditure
Q u a lified  
RAD Personnela
( in
m illio n s
o f
d o l la r s )
As
percent  
age o f  






Geraany 103.98 1,774 58 .2 1,430 1 .4 1964 33,382 6 1964
Prance 88.12 1 ,674 4 8 .4 1,299 1 .0 1963 32,382 7 1963
I ta ly 49 .58 897 51 .1 290 0 .6 1963 19,415 4 1963
B elg iua 15 .44 1,502 9 .3 123 0 .9 1963 5 ,530 6 1963
Nether lands 10.86 1,385 12.1 314 1.9 1964 9 ,227 8 1964
BBC, ex c lu d ­
ing  Luxea-
bourg 273 .98 179.0 3,462 1 .4 63-64 99,942 63-64
U nited
Kingdoa 91 .90 1,700 54 .2 2 ,1 5 9 2 .3 64-65 59,415 11 1965
Sweden 17.47 2 ,281 7 .6 253 1.5 1964 16,425 22 1964
Japan 69 .08 022 9 0 .9 892 1 .5 1963 114,839 12 1964
Canada 4 3 .54 2 ,1 0 9 19.2 425 1 1963 13,525 7 1963
United S ta te s 038.82 192.1 _ 2 1 , 323 A l . , 03-04 474.900 25 1965
* F u ll- t ia a  e q u iv a le n t.
^B atinsted  according to  the OECD standards and not according to  those of tha NSP. 




PERCENTAGE DISTRIBUTION OF EXPENDITURES FOR 






Share o f  the s ta te  
expend itu res for  
RID in  the to ta l  
RID expenditu res  
(by percentage)
Share o f  the m ilita r y ,  
space and atom ic 
research  in  the t o ta l  
RID expenditures  
(by percentage)
USA 12.4 2 2 .1 6 5 .5 64 63
Grsat B rita in * 12.5 2 6 .1 0 1 .4 54 40
Francs 17.3 33 .9 4 8 .8 64 45
I ta ly 18.6 39 .9 41 .5 33 21
Belgium 2 0 .9 41.2 37 .9 24 4
Norway 22.2 34 .6 43 .2 54 14





Source: R ich ta , C iv i l i s a t io n  a t  tha Crossroad*, p .351.
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TABLB 23
SHARB OB RBSBARCH AfO DBVBLOPMBNT BXPBNDITURBS 
IN THB NATIONAL INCOME
(Shara o f  raaaarch and davalopnant axpandituraa in  tha n a tio n a l  
incona c a le u la  tad in  conform ity  w ith  tha methodology usad in  
s o c i a l i s t  c o u n tr ia s—by par can t a g s )
Country 1900 1961 1962 1963 1964
USA 4 .3 4 .8 3 .0 3 .0 3 .2
Graat B r ita in 3 .2 ---- ----- 3 .3
Padaral R spu blic  o f  Germany 3 .3 3 .4 2.7 3 .0 3 .3
Franca 1 .8 3 .0 3 .6 3 .0 3 .3
Sweden 3 .6 3 .6 3 .6 ----- -----
N etherlands 3 .4 ---- 3 .0 3 .3 3 .1
USSR 3 .3 3 .4 3 .6 3 .8 3 .9
C zechoslovak ia 3 .0 3 .3 3 .5 3 .7 3 .1
Not*: N ation a l incona i s  c a lc s la ta d  In conform ity  w ith
tb s n s th sd s lo g y  o f  M arxist s c o n o n ic s . Raaaarch and davalopnant 
axpandituraa in  C sach sslovak ia  and USSR rafar  to  n on -in vastn en t  
axpandituraa o n ly . Data for  othar co u n tr ia s in c lu d a  to  a d i f -  
fa ra n t degree tha axpandituraa fo r  na ch inary and in a tru n a n ts .
Souros: R ich ta , C iv i l la a t io n  a t  tha C rossroads, p . 350.
TABLB 2 4
WORKERS BMPLOYBD IN RESEARCH AND DEVELOPMENT
C sechoslovakia Great B r ita in USSR USA
thou­ p er­ thou­ p er ­ thou­ p er­ thou­ per­
sand c e n t­ sand c e n t­ sand c e n t­ sand c e n t­
Yesr 1942 persons age persons age persons age persons age
T ota l nunber o f workers 
enployed in  research  
and develop— nt 112 100 405 100 2 ,2 1 3 100 1,450 100
of which:
A. Experts w ith
u n iv e r s ity  education 24 21 113 28 529 24 550 38
o f which:
1. Natural and te c h ­
n ic a l  sc ien ce s 19 17 90 22 450 20 400 28
of which: a 
(a )  natura1 s c i e n t i s t s 4 4 45 11 90 4 130 9
(b ) en g in eers 15 13 45 11 340 14 270 19
2 . S o c ia l  and n o d ica l  
sc ie n c e s 5 4 23 6 79 4 150 10
B. O thersb 88 79 292 72 1,484 74 800 42
*M athenaticians, p h y s ic is t s ,  natu ral s c i e n t i s t s ,  and a g r ic u ltu r a l s c i e n t i s t s  ( t h e o r e t i ­
c a l  d is c ip l in e s )
E x p e r ts  w ith  secondary ed u cation , cra ftsn en , c le r ic a l  workers, and u n sk ille d  workers
Source: R ich ta , C iv i l i s a t io n  a t  the C rossroads, p . 348.
TABLE 25
DEMOGRAPHIC ASPBCTS OP WORKERS EMPLOYED IN 
RESEARCH AND DEVELOPMENT
Great
Yaar 1962 C— ch oslovak ia  B r ita in  USSR USA
For every 10,000 in h a b ita n ts  from 15 to  59 
years atf age th ere  are*:
a )  workers eaployed in  research  and development
b) workers eaployed in  research  and develop— n t
w ith u n iv e r s ity  education
c) workers eaployed in  research  and development 
w ith  u n iv e r s ity  education  in  te c h n ic a l or 
n atu ra l sc ie n c e s
For every 10,000 econom ically  a c t iv e  persons** 
there are:
a) workers enployed in  research  and develop— nt
b) workers eaployed  in  research  and develop— n t
w ith  u n iv e r s ity  ed u cation
c ) workers enployed in  r e —arch and de— lop— n t  
w ith  u n iv e r s ity  ed u cation  in  te c h n ic a l and 
n atu ra l sc ie n c e s
Far every 10,000 wage earners and s a la r ie d  em­
p lo y ees  in  in d u stry0 and co n stru c tio n  there are:
a) workers enployed in  research  and develop— n t 385 357 715 715
b) workers enployed in  research  and de— lop— n t
w ith  u n i— r a ity  ed ucation  81 100 172 272
137 132 162 139
29 37 39 53
23 29 33 39
179 167 218 212
39 47 52 81
30 37 44 39
aoU)
TABLB 2 5 —C ontinued
Yaar 1962
Graat
C sachoslovakia B r ita in USSR USA
c )  workers amplsyed in  research  and development 
w ith  u n iv e r s ity  ed u cation  in  te c h n ic a l and 
natu ral sc ie n c e s 64 79 147 200
‘ in h a b ita n ts  /r a n  IS to  59 yaara of aga
E c o n o m ica lly  a c t iv a  persons axclu d ing  arnad fo r c e s  and unemployed (USA and Graat
B r ita in )
c Induatry inclad aa  mining and quarrying, manufacturing and e l e c t r i c i t y ,  gas and water 
production
Sourca: R ich ta , C i v i l i z a t i o n  a t  the Crossroads, p . 349.
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s ta g n a tio n , m ist opsn up new tsc h n o lo g ic a 1 f r o n t i s r s  continuous*  
ly  so  th a t i t  can m aintain  p r o d u c t iv ity  and sx p a n sio n . Schumpeter 
d a scr ib sd  ths opsnnsss o f tha tsc h n o lo g ic a 1 fr o n t ie r  and e n v i-  
s io n sd  tha p o s s i b i l i t i e s  oaf a s e l f 'S u s ta in in g  te c h n o lo g ic a l growth. 
For h ie ,  tha te c h n o lo g ic a l p o s a i b i l i t i e s  were an uncharted s e a .
As a lread y  dem onstrated in  the modern chem ical in d u stry , th ere  i s  
no reason  to  ex p ect a s la ck en in g  o f  the r a te  o f  output through 
the exh au stion  o f  te c h n o lo g ic a l p o s s i b i l i t i e s .  With the new de* 
v ic e s  o f  te c h n o lo g ic a l fo r e c a s t in g , the p o s t - in d u s tr ia l  s o c ie ty  
w i l l  be a b le  to  r e a l i s e  th ese  p o s s i b i l i t i e s  and thereby ach ieve  
a new dim ension o f  s o c ia l  change.*
T h is i s  not to  say th a t for  any g iven  c la s s  o f  tech n ology  
th ere  are no f i n i t e  l im i t s .  R ather, the e x is te n c e  o f  a c e i l in g  
on en g in eer in g  p o s s i b i l i t i e s  in  a g iv en  c la s s  o f techn ology  does
fo r  the underdeveloped c o u n tr ie s . See W. W. Roe tow. The S ta g es  
o f  Bconcmic Gr owth: A Non-Communist M anifesto  (Cambridge,
Bngland: Cambridge U n iv e r s ity  P r e ss , 1963), pp. 39 -4 0 .
*Joseph A. Schumpeter, C a p ita lism . S o c is l is m . and 
Democracy (New York: Harper & Row, P u b lish e r s , 1943), p . 118.
However, B oulding ca u tio n s  a g a in s t  t h i s  kind o f unchecked o p t i ­
mism. He su g g es ts  t h s t  in  growth p ro cesses  o f  sny kind we have 
to  be on the lookout for  exh au stio n  o f  the o r ig in a l  impetus which 
gave r i s e  to  the growth or the developm ent o f nsw im p u lses , such 
as the one which was n o tic ed  in  the te c h n o lo g ic a l a p p lic a t io n  in  
a g r ic u ltu r e . In a g r ic u ltu r e , i t  was an a s to n ish in g  te c h n o lo g ic a l  
as w e ll  as s o c i s l  achievem ent. I t  made a farm er, in  the U nited  
S ta te s  a t  l e a s t ,  capable o f producing, on l e s s  land , about f i f ­
tee n  tim es as much a s h is  a n c e sto rs  d id  in  1800, and alm ost ten  
tim es s s  much as h is  a n c e sto rs  in  1900. I t  enabled  man to  tear  
h im se lf  awsy from h is  r o o ts  in  the land to  become a c i t y - d w e l le r . 
See B ou ld ing, Beyond Bcononica. pp. 167-169. A lso , see  Drucker, 
Management. T echnology. & S o c ie ty , p . 39; and B e l l ,  "The P o s t -  
I n d u s tr ia l  S o c ie ty ,'*  p . 166.
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not p rovide in  i t s e l f  an unsum ountable b a r r ie r . There i s  a l ­
ways the presum ption th a t an en g in eer in g  breakthrough w i l l  o c c u r .* 
F ig u res 3 and 3 p ortray  how, through t in e ,  te c h n o lo g ic a l in v en ­
t io n s  have l i f t e d  the c e i l i n g  over en g in eer in g  p o s s i b i l i t i e s  
which had the p o te n t ia l  to  becaae in n o v a tio n s .
F. C reation  o f I n t e l le c t u a l  Technology  
Modern in t e l l e c t u a l  tech n ology  c o n p r ise s  such varied  te c h ­
n iques as lin e a r  prograwning, system s a n a ly s is ,  in form ation  
th eo ry , d e c is io n s  th eo ry , and games and s im u la tio n  which, when 
lin k ed  to  the computer, a llo w  us to  accum ulate and m anipulate  
la rg e  ag g reg a tes o f  data  o f a d i f f e r e n t ia t e d  k ind . T his sa k ss i t
p o s s ib le  fo r  the d ecision -m aker to  ob ta in  more com plete knowledge
2o f  s o c ia l  and economic m atters than was p o s s ib le  form erly .
I n t e l l e c t u a l  techn ology  has a lrea d y  made i t  p o s s ib le  fo r  
co rp o ra tio n s to  p lo t  a lt e r n a t iv e  fu tu r e s  in  d i f f e r e n t  cou rses
^Be11, "The Measurement o f Knowledge and Technology," pp. 
185-191. I t  should  be noted here th a t t h i s  presum ption i s  based  
on s o - c a l le d  Bnvelope-Curve A n a ly s is . As Schon p o in ts  o u t, t h is  
i s  not a fo r e c a s t  o f in n o v a tio n , but ra th er  the presumed e f f e c t s  
o f s e q u e n t ia l in v e n tio n s  on some te c h n o lo g ic a l param eters. I t  
assumes th a t s in c e  th ere  i s  some i n t r in s i c  lo g ic  in  the param eter, 
th ere  w i l l  n e c e s s a r i ly  be an immanent d evelop men t o f th e  para­
m eter. For fu r th er  e la b o r a tio n  o f  t h i s ,  see  ib id . ; and Donald 
Schon, " F orecastin g  and T ech n o lo g ica l F o reca stin g ,"  in  Toward 
the Year 3000 . ed . by B e l l ,  pp. 137-138.
^Drucker, Simon, L e a v itt  and W hisler, and B e ll  have a l l  
em phasised the emergence o f  in t e l l e c t u a l  tech n o logy . See 
Drucker, The Age o f  D is c o n t in u ity , pp. 34 -41 ; Simon, The Shape o f  
Automation for  Men and Management, pp. 68-75; L e a v it t  and W h isler , 
"Management in  the 1980's ,"  pp. 41-43; and B e l l ,  "The Measurement 
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through tho u m  o f  computers and w ith  tho growing s o p h is t ic a t io n  
in  s im u la tio n  procaduras. This has a ls o  nada i t  p o s s ib le ,  fo r  
tha f i r s t  t i n s ,  to  conduct c o n tr o lle d  axp ariaan ts in  the s o c ia l  
sc ie n c e s  on a large  s c a le .  The s o c ie ty  can now p lo t  a lt e r n a t iv e  
fu tu r e s  and in crea se  the e x te n t  to  which i t  can choose and con­
t r o l  n a tte r s  th a t a f f e c t  i t s  connunal l i f e .  W ithin t h i s  p ersp ec­
t iv e  one nay r e f l e c t  th a t by the end o f  the tw en tie th  century  
in t e l l e c t u a l  technology nay w e ll  be as d e c is iv e  a fa c to r  in  human 
a f f a ir s  a s machine tech n ology  has been fo r  the p a s t  century and 
a h a l f . 1
G. Further S p ec u la tio n s  and Comparisons 
The lo cu s o f an e a r l ie r  in d u s tr ia l  r e v o lu tio n  which p re ­
ceded the main in d u s tr ia l  r e v o lu tio n  was found in  f i f t e e n t h -  
century research  p e r ta in in g  to  n a v ig a tio n , a s w e ll  as in  the d e -  
velopment o f gunpowder and p r in t in g . U nderlying the main 
r e v o lu t io n  was the p r in c ip le  o f  the tran sform ation  o f energy from 
one form to  anoth er, as ev id en ced  in  the heat en g in e  which r e ­
p laced  the n a tu ra l engines--hum an b ein gs and a n im a ls--a s  sou rces  
o f  m schanical work. The cum ulative a p p lic a t io n  o f  sc ie n c e  and 
techn ology  to  the p rod u ctive  p ro cess which fo llo w ed  was the g rea t
1B e l l ,  "The Measurement oof Knowledge and Technology,"
p . 157.
^Horbert Wiener, The Human Use o f  Human B ein gs. D ouble­
day Anchor Books (New York: Doubleday & C o ., I n c . ,  1954), ch .
ix .
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change o f  the n in e te en th  cen tu ry . I t  l i t e r a l l y  remade the human 
environm ent. 1
The second in d u s tr ia l  r e v o lu tio n  came in to  being w ith  the
appearance o f machines d esign ed  to  p rocess not energy but in fo r  -
n a t io n . Although the o r ig in s  o f  i t s  techn ology  were rooted  in
the m ilita r y  problems o f  World War I I ,  i t s  primary a p p lic a t io n s
and consequences were in  sp a ce . In the p o s t - in d u s tr ia l  s o c ie t y
the fu n c t io n a l eq u iv a len t o f n a v ig a tio n  i s  the th ru st in to  sp ace ,
which req u ires  a rap id  computing ca p a c ity  beyond the a b i l i t y  o f
the human b r a in . S im ila r ly , the modern e q u iv a le n t o f gunpowder
i s  nuclear p h y s ic s , and th a t o f  p r in t in g , t e l e v is io n  and long*
2range in s ta n t  com m unications.
In Tables 26 to  36 an attem pt i s  made to  p r o je c t  and com­
pare the s o c ia l  consequences o f the in d u s tr ia l  and p o s t - in d u s tr ia l  
r e v o lu t io n s . A sp e c u la t iv e  y e t  p ro g ress iv e  s o c ie t y  emerges th at  
in c r e a s in g ly  d i f f e r s  from the in d u s tr ia l  s o c ie t y  in  a v a r ie ty  o f  
econom ic, p o l i t i c a l ,  and s o c ia l  a s p e c ts . In i t s  sp e c u la t iv e  a s ­
p e c t , what fo llo w s  i s  an attem pt to  summarize as c o n c is e ly  as 
p o s s ib le  the main p r e d ic t io n s  and problems o f an emergent p o s t ­
in d u s tr ia l  s o c ie t y .
*Anatol Rapoport, ’’Foreword," in  Modern Systerns Research  
for  the B ehavioral S c i e n t i s t ,  e d . by W alter Buckley (C hicago: 
A ldine P u b lish in g  Company, 1908), pp. x v i i i - x i x .  A lso , see  
H eilb ron er, The Making o f  Bconcmic S o c ie ty , pp. 102-103.
^ B rzez in sk i, Between Two A ges, pp. 10-11.
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TABLB 26
FIRST THIRD OF THE TWENTIETH CENTURY
Ruaio«JapaiMM War
"La B a lia  Bpoque" (1901-1913)
Maxican (1910) and Chinese (1911) a a c ia l  (and r a c ia l )  ra v o lu tio n a  
War Id War I-<4hirope p a r t ly  davasta tad
F iva aajor d y n a stia s  dathronad (H ohenxollern , Hapsburg, Renanov, 
Mancha, and O ttonan)
Bnarganca o f  U nitad  S ta ta a  a s laad ing  w orld  power 
Loss o f Earopaan (and d a n o cr a tic )  nora la  and p r a st ig a  
R isa a f  Connunisa and S o v ia t  Union 
Graat D apraasion
R isa o f  F a s c is t  id a o lo g ia o  and d iv e r s e  d ic ta to r s h ip s  
U p aattin g  in p act o f  nan in t e l l e c t u a l  c o n c ep ts , such as thoae o f  
Bohr, da B r o g lie , E in s te in , Fraud, and Schroedinger
S eu rcet Hernan Kahn and Anthony W iener, Tht Year 2000: A F rans-
work fo r  S p ec u la tio n  on the Next T h irty-T hree Years 
(New York: M acnillan  & C o ., 1967), p . 10.
92
XABLB 2 7
SBCOND THIRD OF THB TWENTIETH CENTURY
Continued growth a f  Coaaunisa and F a a c isa  
World War II--B urope again  davaatatod
Maas aardar and foread  p o p u la tio n  aovaaanta on ax traord in ary  
se a la  b e fo r e , d u rin g , and a f ta r  World War I I  
In te n se , n a t io n a l i s t i c  c o a p a t it io n  in  tha davalopas n t and 
a p p lic a t io n  o f  r a d ic a l ly  new ta ch n o lo g ia s  fa r  both poaca 
and war 
D a c o lo n isa tio n  
Tha Cold War and N a u tra lisn  
S h if ta  in  power p o s i t ia n
Riaa and d a c lin a  o f  I t a ly ,  Canada, and India  
D aclina and raanarganca o f  Baropa 
D aclin a  and raanarganca o f Japan 
R a u n ific a tio n  and c o n t r a l is a t io n  o f  China 
Baargonca o f
Two supar powers (US and USSR)
F iv e  largo  powera (Japan, W. Goraany, Franca,
C hina, U nited  Kingdoa)
Three in te r a e d ia ta  powers (In d ia , I t a ly ,  Canada)
P ost-K eyn esian , post-M arxian , and perhaps p ostcoaau n al and 
s o p h is t ic a te d  ndevelopnent" aconoaica  
Baarganoa o f  a ass-con au ap tion  a o c ia t ia s  
"Second" wave o f  in d u s tr ia l  r e v o lu t io n s  
C hinese ach ieve  nuclear s t a t u s
S ou rest Kahn and W iener, Tha Year 3000 . p . 17.
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TABLE 28
PINAL THIRD OP THE TWENTIETH CENTURY 
(R e la t iv e ly  A p o li t ic a l  and S u rp r ise -P ree  P r o je c t io n )
C on tin uation  o f b a s ic ,  lo n g -te r a  " n u I t ifo ld  trend"
Bnergence o f " p o s t- in d u s tr ia l"  cu ltu r e
Worldwide c a p a b il i ty  fo r  aodern technology
Very s n a i l  w erld: in c r e a s in g  need fo r  r e g io n a l or worldwide
"zoning ordinances" fo r  c o n tr o l o f  a r a s , tech n o logy , p o l lu t io n ,  
tra d e , tr a n sp o r ta tio n , p o p u la tio n , resou rce  u t i l i s a t i o n ,  and 
the l ik e
High (1  to  10 per c e n t)  growth r a te s  in  O ff  per c a p ita
In crea s in g  ea p h a sis  on "aeaning and purpose"
Much tu r n o il  in  the "new" and p o s s ib ly  in  the in d u s tr ia l iz in g  
n a tio n s
Sono p o s s i b i l i t y  fo r  su sta in ed  " n a t iv ia t ,"  a e s s ia n ic ,  or e th er  
aaas aoveaen ts
Second r is e  o f Japan ( to  b eing  p o t e n t ia l ly ,  n o a in a lly , or perhaps 
a c tu a l ly ,  the th ir d  la r g e s t  power)
Sone fu rth er  r i s e  o f Europe and China
Banrgonoe o f  new in te r n e d ia te  powers, such as B r a z i l ,  M exico, 
P a k ista n , In d on esia , B ast Geraany, and Egypt
Soae d e c lin e  ( r e la t iv e )  o f the US and the USSR
A p o s s ib le  absence o f  s ta r k  " l i f e  and death" p o l i t i c a l  and 
eco n o a ic  i s s u e s  in  the o ld  n a tio n s
S ou roe: Kahn and Wiener, The Year 2000, p . 2 3 .
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TABLB 2 9
THBKB IS A BASIC, LONG-TBS M MULTIFOLD TRBM> TOWARD:
In c r e a s in g ly  S en ca ts  ( e s p i r ic a l ,  th is -w o r ld ly , s e c u la r , human­
i s t i c ,  pragm atic, u t i l i t a r i a n ,  c o n tr a c tu a l, ep icu rean  or 
h e d o n is t ic , and the l ik e )  c u ltu r e s
B ou rgeo is, b u rea u cra tic , " m e r ito cr a tic ,"  dem ocratic (and 
n a t io n a l i s t i c ? )  e l i t e s
Accum ulation o f s c i e n t i f i c  and te c h n o lo g ic a l knowledge
I n s t i t u t io n a l i s a t io n  o f change, e s p e c ia l ly  r ese a rc h , developm ent, 
in n o v a tio n , and d if fu s io n
Worldwide in d u s tr ia l i s a t io n  and m odern isation
In crea sin g  a ff lu e n c e  and (r e c e n t ly )  le is u r e
P op u la tion  growth
U rb an isa tion  and (soon ) the growth o f m ega lop o liees
D ecreasin g  im portance o f  primary and ( r e c e n t ly )  secondary  
occu p ation s
L itera cy  and ed u cation
In crea sin g  c a p s b i l i t y  for mass d e s tr u c t io n
In crea s in g  tempo o f change
In creasin g  u n iv e r s a l ity  o f  the m u lt ifo ld  trend
Source: Kahn and Wiener, The Year 3000. p . 7 .
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TABLB 30
THB P06T-INDUSTRIAL (OR POST-MASS CONSUMPTION) SOCIETY
Per ca p ita  incone about f i f t y  t in e s  tha p r a - in d u s tr ia l
Moat "econenic" a c t i v i t ia a  ara ta r t ia r y  and quatarnary ( s e r v ic e -  
or ian tad ) rathar than prinary or aacondary (p rod u rtion -  
orian tad )
B usinass f i r n s  no longar tho najor sourca o f  inn ovation
Thara nay ba nora " co n sa n tiv a sM (v a . " n a rk etiv es" )
B ffa c t iv a  f lo o r  on incasM and o a lfa r a
" E ffic ien cy "  no longer prinary
Markat p la y s d in in ish a d  ro la  conparad to  p u b lic  sa c to r  and 
" s o c ia l  accounts"
W idespread "cybornation"
" S n a il world"
T yp ica l "doubling tin e"  batwaen thraa and t h ir t y  yaars
Laarning s o c io ty
Rapid inprovanant in  o d u ca tio n a l in s t i t u t io n s  and tachniquos
B roaion ( in  n id d la  c l a s s ) o f  w ork -or ien ted , a c h iev e n a n t-o r ien ted , 
advancanant-or ian tad  valuas
B roaion o f  " n a tio n a l in ta r a st"  valuas
S e n sa te , s e c u la r , b u n an ist, perhaps s e l f - in d u lg e n t ,  c r i t e r ia  
bacons c e n tr a l
Source: Kahn and W iener, Tha Year 3000. p . 186.
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TABLB 31
A RBLATIVBLY "SURPRISB-PRBB" EARLY 
TWENTY-FIRST CBNIURY
We «xp«ct the r i s e  o f  new g rea t p om ra> -p «rl»p i Japan, China, 
a Buropaan coap lax , B r a s i l ,  Maxico, or In d ia .
Thara w i l l  ba naw p o l i t i c a l ,  par ha pa a van "philosophical,**  
i s s u e s .
Thara w i l l  ba a lava l in g  o f f  or d im in ish in g  o f  soma a sp e c ts  o f  
tha b a s ic ,  long-term  m u lt ifo ld  trend , such as u r b a n isa tio n .
Tha p o s t - in d u s tr ia l  and in d u s tr ia l  worlds w i l l  have bean la r g e ly  
r e a l is e d .
Some su cc ess  seams l ik e ly  w ith  p op u lation  c o n tr o l, arms c o n tr o l,  
and some kind o f  m oderately s ta b le  in te r n a t io n a l se c u r ity  
arrangem ents, though probably not a "world government."
In the in d u s tr ia l i s in g  w orld, d iso r d e r , id e o lo g y , and ir r a t io n a l  
movements w i l l  probably con tin u e to  p la y  d is r u p tiv e  though 
g e o g ra p h ica lly  con fin ed  r o le s .
In the US and W estern Burope, there presumably w i l l  be e ith e r  
a return  t o  c e r ta in  H e lle n ic  or o ld er  Buropaan concepts o f  
the good l i f e ,  or an in t e n s i f ie d  a l ie n a t io n  and search  fo r  
id e n t i t y ,  v a lu e s , meaning, and purpose; a search  made 
n ecessary  and f a c i l i t a t e d  by th e  unprecedented a ff lu e n c e  
and p erm issiv en ess o f  the p o s t - in d u s tr ia l  economy.
Source: Kahn and W iener, The Year 2000. p . 2 5 .
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TABLB 32
PIVB LBVBLS OP INCOMB AND INDUSTRIAL 
DBVBLOPMbNT IN THB YBAR 2000
P re-in d u str  ia I
P a r t ia l ly  in d u s tr ia lis e d  
or t r a n s it io n a l
In d u str ia l
N assrconsuaption or 
advanced in d u s tr ia l
P o s t - in d u s tr ia 1
$50 to  $200 per ca p ita
$200 to  $600 per c a p ita
$600 to  perhaps $1 ,500  
per ca p ita
Perhaps $ 1 ,5 0 0  to  so se th in g  
■ore than $ 4 ,0 0 0  per 
ca p ita
Soneth ing over $4 ,000  to  
perhaps $20 ,000  per 
cap ita
Source: Kahn and W iener, The Year 2000. p . 58.
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TABLB 33
SIX BOONOMIC GROUPINGS IN THB YEAR 2000  
(m il l io n s  o f poop lo)





S w itzer lan d  
Franca, W. Garmany,
Banslux
E arly  P o s t - in d u a tr ia l  
U nitad Kingdom 
S o v ia t  Union 
I t a ly ,  A u stria  
B. Garnany,
C zechoslovakia
I s r a e l
A u s tr a lia , New Zealand
Mass Consumption 
S p a in , P o rtu g a l, Poland, 
Y u goslav ia , Cyprus, 
G reece, B u lgar ia , 
Hungary, Ire lan d  
A rgen tin a , Venezuela 
Taiwan, N. Korea,
S . Korea, Hong Kong, 

















Mature In d u s tr ia l  
Union o f South A frica  
M exico, Uruguay, C h ile , 
Cuba, Colombia, Peru, 
Panaua, Jam aica, e t c .  
N. V ie tn aa , S . V ietnau, 
T h ailand , the 
P h ilip p in e s , e t c .  
Turkey







Largo and P a r t ia l ly  
I n d u s tr ia lis e d  
B r a s i l  






Pre • in d u s tr ia l  or S n a il  
a n d -P a r t ia lly  Indus­
t r i a l i z e d _______________
R est o f  A fr ica  
R est o f  Arab World 
R est o f  A sia  














Source: Kahn and W iener, The Year 2000 . p . 60.
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TABLB 34
A LEISURE-ORIENTED "P06T-INDUSTRIAL" SOCIETY 
(1IOO Working Hours p«r Ysar)
7 .5  Hour Working Day 
4 Working Days par Wook 
39 Working Wooks por Ysar 
10 Logal H olidays  
3 Day Wookonds 
13 Wooks por Yoar V acation  
(Or 147 Working Days and 218 Days O ff/Y ear)
Thus in  a L oisu rs-O rien tod  S o c ie ty  One Could Spend:
40 per cen t o f  h is  days on a v o ca tio n  
40 per cen t o f h is  days on an av o ca tio n  
20  per cen t (or more than 1 day per week) on 
n e ith e r - - th a t  i s ,  ju s t  r e la x in g
In a "Normal" P o s t - in d u s tr ia l .  A ff lu e n t  S o c ie ty  
o f  Those (40  per c en t) Norm ally in  the Labor Force:
505 Work normal year
2CM M oonlight
10M "H alf-tim e hobbyists"
5% F r ic t io n a l  unemployment
5% S e m ifr ic t io n a l unemployment
3% R evolu tionary  or p a ss iv e  "dropout"
SB "V oluntarily"  unemployed
lOGM
Source: Kahn and W iener, The Year 2000 . pp. 195-190.
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TABLB 35
COMPOSITION OP TIMB-BUDGET IN TIB USA 
(by p ercen tage)
1900 1950 2000
( fo r e c a s t )
T iae per year fo r  t o t a l  
p op u la tion 100 100 100
S le e p 3 9 .7 38 .7 3 8 .9
Work 12.9 9 .9 7 .1
S ch ool 1 .7 2 .4 3 .1
Hou sehold 9 .2 5 .1 3 .2
T iae fo r  ch ild re n 4 .5 4 .2 3 .8
P erson a l care 5 .5 5 .0 5 .6
T ota l 7 3 .5 6 5 .9 6 1 .7
R esid u a l 2 6 .5 34 .1 3 8 .4
L eisu re  t ia e  during day 10.8 14.2 12.9
Weekend 7 .5 13.5 16 .7
V acation 2 .5 2 .6 6 .3
R e tir ea e n t 0 .9 1 .8 1 .9
Other 4 .8 2 .0 0 .5
Source: M. A. H olean, "A N ation a l T iae-B udget fo r  the Year
2000," S o c io lo g y  and S o c ia l  R esearch. XLVI (O ctober, 
1961), p . 19.
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TABLB 36
YEAR 2000 ECONOMIC SCENARIOS 
POR USA AFFLUENCE
P opu lation 316 a i l l i o n
Baployed Labor Force 122 B i l l io n
L eieu re-O rien ted  S o c ie ty Work year 1100 heure
T o ta l GMP $2 ,321  b i l l i o n
Per Capita GNP $ 7 ,300
Source: Kahn and Wianar, Tha Year 2000. p. 195.
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V. THE POST-IMXJSTRIAL CORPORATE ORGANIZATION1
A. The Im peratives o f Technology: An Overview
Changes in  the s o c ia l  o r g a n isa tio n —such as those from  
the s o c ie ty  o f  the feu d a l lord  to  the s o c ie ty  o f  the in d u s tr ia l  
c a p i t a l i s t - - a r e  e s s e n t ia l  fo r  r e a l iz a t io n  o f  the o p p o rtu n itie s  
inh eren t in  any new tech n o logy . These changes imply a lt e r a t io n s  
in  the ways in  which people and in s t i t u t io n s  are organized  to  
accom plish th e ir  pu rp oses.
The h eightened  prominence o f  techn ology  in  contemporary 
s o c ie t y  p resen ts  u s  w ith  the in te r r e la te d  task s o f  p r o f i t in g  from 
i t s  o p p o r tu n itie s  and co n ta in in g  i t s  dangers. Whenever th ese  
o p p o r tu n itie s  were en joyed , as in  s u c c e s s fu l te c h n o lo g ic a l a p p l i ­
c a tio n  in  the areas o f sp ace , comm unications, and in d u s tr ia l  
p rod u ction , three th in g s were found in  an adequate com bination: 
te c h n ic a l in v e n tiv e n e s s , adequate r e so u rc es , and in s t i t u t io n a l  
a d a p tiv en ess .^  In the areas where th ese  elem ents were not
The fo llo w in g  sou rces were p a r t ic u la r ly  u s e fu l in  d e ­
ve lop in g  t h i s  chapter: G a lb ra ith , The New In d u str ia l S t a t e ,  pp.
71-108; Robert L. H eilb ron er, "C apitalism  Without T ears,"  review  
o f The New In d u str ia l S t a t e .  by John Kenneth G a lb ra ith , in  The 
New York Review o f Books. June 2 9 , 1967, pp. 16-19; and "Perspec  
t iv e s  on B u sin ess,"  s p e c ia l  is s u e  of D aedalus. XCVIII (W inter,
1969 ). Many o f  the r e fe r e n c e s  th a t fo llo w  were f i r s t  found in  
th ese  works, and la te r  traced  to  th e ir  o r ig in a l  sou rces for  fu r ­
ther resea rch .
* I t  i s  fo r  th ese  ressona th a t technology takes on a 
s p e c ia l  s ig n if ic a n c e  in  the co n tex t o f  an in d u s tr ia l  s o c ie ty  
where c e r ta in  economic norms, such as p r o f i t  m axim ization or 
coa t m in im ization , are w e ll  e s ta b l is h e d . H eilbroner view s t h is  
in  terms o f  te c h n o lo g ic a l determ inism . In th ese  s o c i e t i e s ,  both  
the continuous appearance o f  te c h n ic a l advance and i t s  d i f fu s io n  
throughout the s o c ie ty  assume the a t tr ib u te s  o f an autonomous
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op tim a lly  conbined, tha s o c ia ty  had f a i le d  to  taka f u l l  advantaga 
o f i t a  te c h n o lo g ic a l o p p o r tu n itia a . 1
Tha fa i lu r a  o f a o c ia ty  to  raapond to  tha opp ortu n itiaa  
craatad by ta c h n o lo g ic a l changaa naans th a t such a c tu a l or p o ten -  
t i a l  technology l i a s  fa l lo w . T his i s  so  bacausa e x is t in g  s o c ia l  
s tr u c tu r e s  are inadequate and p r e v a ilin g  value sy s te n s  are poorly  
attuned  to  e x p lo it in g  tha o p p o rtu n itie s  which technology o f f e r s .2 
R esearchers who have s tu d ied  the f a i lu r e s  o f  te c h n o lo g ic a l a p p li ­
c a tio n s  in  so lv in g  the p rob len s, fo r  exan p le , o f  urban g h e tto s ,  
have c o n s is t e n t ly  found th a t th ese  f a i lu r e s  were due to  the tr a ­
d i t io n a l  in s t i t u t io n s ,  a t t i tu d e s ,  and approaches which were gen er­
a l l y  incapab le  o f coning to  g r ip s  w ith  the tech n o logy . Many o f  
th ese  prob lens were indeed caused by the te c h n o lo g ic a l change, 
but the e x is t in g  s o c ia l  nechanisns seen  unable to  r e a l iz e  the
p o s s i b i l i t i e s  fo r  r e so lv in g  such problens th a t are a ls o  in h eren t  
3in  tech n o logy .
p rocess which i s  generated  by s o c ie ty  and th r u st upon i t s  nenbers. 
See Robert L. H eilb ron er, Between C apita11sn and S o c ia l i s e .  E ssays  
in  P o l i t i c a l  Bcononica. V intage Books ([New York: Rand on House,
1970), pp. 147-104.
^Mesthene, T ech n o log ica l Change, pp. 34 -38 .
2 I b ld . Moore e x p la in s  th is  in  tern s o f  c u ltu r a l la g a , and 
auggeats th a t had i t  not been fo r  th ese  la g s —th a t ia ,  r e s is ta n c e  
to  s tr u c tu r a l and n orn ative  ad ap ta tion s occasion ed  by te c h n o lo g i­
c a l  in n o v a tio n --th e  s o c ia l  s tr u c tu r e  would c o l la p s e ,  or r a th er , 
would not have e x is te d  in  the f i r s t  p la c e . He fu rth er  su g g ests  
th a t te c h n o lo g ic a l in n o v a tio n s are alw ays accep ted , r e je c te d , or 
counterbalanced  w ith in  a g iv en  s o c ia l  franework which a ls o  goes 
through i t s  own a l t e r a t io n  due to  the sane in n o v a tio n s. See 
Moore, Bconony and S o c ie ty ,  pp. 3P-38.
^Mes th en e . T ech nolog ies 1 Change, pp. 34 -38 . Por f i e l d  
research  and a n a ly s is  o f such c a s e s , see  Richard S . Roaenbloon
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The l o s t  im portant area o f  p o a a ib le  te c h n o lo g ic a l change 
i s  in  the f i e l d  o f s o c ia l  in n o v a tio n s , because the very s tr a in s  
which aodern technology pu ts on the s o c ie ty  c re a te  a denand fo r  
s o c ia l  in n ovation  which d id  not e x i s t  b e fo r e . When M aterial 
technology i s  only advancing s lo w ly , s o c ia l  inn ovation  way keep 
pace w ith  i t  f a i r l y  e a s i l y .  In the l a s t  three hundred years we 
have had such s o c ia l  in n ova tion s as banking, in surance, corp ora tion , 
and income ta x , a l l  o f  which r ep re sen t, in  a aen se , a response on 
the part o f  the s o c ia l  systew  to  c h a lle n g e s  presen ted  by the growth 
o f M ateria l tech n o logy . However, w ith  the q u a l ita t iv e  changes th a t  
seen  to  be tak in g  p la c e  in  M ateria l technology now, g rea ter  demands 
are b ein g  p laced  on s o c ia l  r e v o lu t io n .1
The c e n tr a l p o in t about the energence o f  the p o s t - I n d u s tr i-  
a l  s o c ie ty  i s  th a t i t  w i l l  req u ire  wore s o c ie t a l  guidance and 
in n o v a tiv e  e x p e r t is e .  In the p o s t - in d u s tr ia l  age, the o ld  assump- 
t io n s - - th e  Moving id e o lo g ie s  o f s o c ia l  p r o g r e ss --a r e  d is s o lv in g ,
and Robin H arris , e d s . ,  S o c ia l  Innovation  in  the C ity : New E n ter­
p r is e s  fo r  Community Development. Harvard S tu d ies  in  Technology  
and S o c ie ty  (C aabridge: Harvard U n iv e r s ity  P re ss , 1969).
M ou ld in g , Beyond Economics, pp. 171-173. E lsew here, 
Boulding warns th a t the graveat danger fa c in g  mankind today i s  the  
la g  between s c i e n t i f i c  techn ology  and s o c ia l  i n s t i t u t io n s .  There­
f o r e ,  he s u g g e s ts , the s o c ia l  s c i e n t i s t  should  b eg in  a p rocess o f  
p u rp osefu l in n ova tion  in  the s o c ia l  sphere to  match the s u c c e s s fu l  
e f f o r t s  o f  the n atu ra l s c i e n t i s t a  to  modify the p h y s ic a l w orld .
See Kenneth B. B ould ing, as rep orted  in  "The E x is tin g  Technology  
i s  B a s ic a lly  S u ic id a l ,"  B u sin ess Week. January 4 , 1969, p . B2. 
S im ila r ly , Drucker su g g es ts  th a t u n lik e  th e  la s t  cen tu ry , the te c h ­
n o lo g ic a l  in n ovation s o f  our century w i l l  be a s  much s o c ia l  as  
they w i l l  be te c h n ic a l ,  and th a t the in n ovation  in  t h i s  century  
w i l l  be based in c r e a s in g ly  on knowledge o f  any kind rath er than on 
n a tu ra l sc ie n c e  a lo n e . See Drucker, Management. Technology 4 
S o c ie ty , pp. 33 -3 7 . T h is argument i s  extended in  Peter P. Drucker, 
Americans Next Twenty Years (New York: Harper & B rothers, 1957).
A lso , se e  Dahl and Llndblom, P o l i t i c s .  Economics and W elfare, pp. 
6 -9 .
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and th e  sea rch  fo r  a new framework o f  thought becomes im p era tiv e  
i f  we are n ot t o  lo s e  th e  human v a lu e s ,  t o o . 1
The major q u e s t io n  th a t  te c h n o lo g y  r a i s e s  i s  n ot  t e c h n i ­
c a l ,  but human: What does t e c h n o lo g y  do t o  man as w e l l  as f o r
him?
Modern te c h n o lo g y  in  t h i s  cen tu ry  has made man r e c o n ­
s id e r  o ld  c o n c e p t s ,  such as  th e  p o s i t i o n  o f  women in  
s o c i e t y ,  and i t  has remade b a s i c  i n s t i t u t i o n s - - w o r k ,  
e d u c a t io n ,  and w e l f a r e ,  f o r  exam ple . I t  has s h i f t e d  
a la rg e  number o f  p e o p le  in  th e  t e c h n o l o g i c a l l y  a d ­
vanced c o u n tr ie s  from working w ith  t h e i r  hands t o  
w orking, a lm ost  w ith o u t  d i r e c t  c o n ta c t  w ith  m a te r ia ls  
and t o o l s ,  w ith  t h e ir  m inds. I t  has changed . . . 
the environm ent o f  man from one o f  n a ture  to  the man- 
made b ig  c i t y .  I t  has f u r th e r  changed man's h o r iz o n .
While i t  c o n v e r ts  th e  e n t i r e  w orld  i n t o  one r a th er  
t i g h t  community s h a r in g  knowledge, in fo r m a t io n ,  h op es,  
and f e a r s ,  te c h n o lo g y  has brought o u ter  space  in t o  
man's im m ediate, c o n sc io u s  e x p e r ie n c e .  I t  has co n ­
v e r te d  an a p o c a ly p t ic  prom ise and an a p o c a ly p t ic  
th r e a t  i n t o  c o n c r e te  p o s s i b i l i t i e s  here and now: 
o f f e r i n g  both the u to p ia  o f  a world w ith o u t  p o v erty  
and the t h r e a t  o f  th e  f i n a l  d e s t r u c t io n  o f  hum anity .1'
I f  t e c h n o lo g ic a l  r e v o lu t io n s  c r e a t e  an o b j e c t iv e  need f o r
s o c i a l  and p o l i t i c a l  in n o v a t io n s ,  then th e  c e n t r a l  i s s u e  here i s :
What i s  th e  import o f  the p o s t - i n d u s t r i a l  t e c h n o lo g i c a l  r e v o lu t io n
fo r  the g ia n t  co rp o ra te  o r g a n iz a t io n ?  What do th ey  now have t o
c o n tr ib u te  t o  us and t o  fu tu r e  g e n e r a t io n s?  Can such a b u s in e s s
sy stem , having shaped and having been shaped by i n d u s t r i a l i z a t i o n ,
s t i l l  s e r v e  us w e l l  in  the p o s t - i n d u s t r i a l  s o c i e t y ? 3 These
R ic h a r d  N. Goodwin, as  r e p o r te d  in  Hans J .  Morgenthau, 
"The I n t e r n a t io n a l  A sp ec ts  o f  th e  G reat S o c i e t y ,"  in  A Great  
S o c i e t y ? e d .  by G ross , p. 105.
^Drucker, Management. T echnology & S o c i e t y ,  p. 77 .
R o b e r t  T. A v e r i t t ,  "American B u s in e ss :  Achievement and
C h a lle n g e ,"  D aed a lu s.  XCVIII (W inter , 1 9 0 9 ) ,  7 2 -7 3 .
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corp ora tion s and othar so c io o co n o n ic  in a t i t u t io n s  would havo to  
d aa l w ith  tha p o s t - in d u s tr ia l  r a a l i t i a s .
Sons authors hava concludad th a t tha major a f f a o t  o f an 
a c t iv e  acianca and tech n ology  and o f a cow nitaunt to  knowledge 
as an instrum ent o f  s o c ia l  a c t io n  i s  a p ro g ress iv a  enhancem ent.* 
O thers hava argued, however, th a t any e v a lu a tio n  o f  tha tachno­
lo g ic a l  advance must taka in to  account tha d e s tr u c t io n  o f  n a tu ra l 
r e so u r c e s , tha dehum anisation in troduced  in to  d a i ly  l i f e ,  and tho 
mounting t id e  o f  f r u s tr a t io n  and v io le n c e  in  the s o c ie t y  as a 
w h o le .3 Between th ese  two w id e ly  d iv e r se  r e f l e c t io n s  on the im­
p act o f  tech n o logy , we enum erate, a s  an overview , the fo llo w in g  
s i x  im p eratives of techn ology  a s  i t  a f f e c t s  the modern corp orate  
o r g a n isa tio n :
^Mesthene, T ech n o lo g ica l Change, pp. 6 4 -7 0 . Por exam ple, 
con sid er  in  c o n tr a s t  to  the p r o l i f e r a t io n  o f  s o p h is t ic a te d  econom­
i c  a n a ly s is  in  modern corp orate  d ec is ion -m ak in g , th a t a d i s t i n ­
guished  B r it is h  econom ist o f  the l a s t  g en era tio n  had once asked,
"Who would ever th in k  of em ploying an econom ist to  run a brewery?" 
See Samuelson, "The Maximum P r in c ip le s  in  A n a ly t ic a l Econom ics,"  
p . 249 . S im ila r ly , the Haldane Com m ittee's recommendation in  1916 
th a t the B r it is h  government should in s t i t u t e  a C entral Department 
o f  Research was con sid ered  a t  the time to  exaggerate  the r o le  o f  
r ese a rc h . See  Dahl and Lindblom, P o l i t i c s .  Economics and W elfare.
P . 79.
?T his i s  tha th ru st o f a gen era l argument th a t i s  developed  
in  B. J . Mishan, Technology and Growth: The P r ice  We Pay (New York: 
Praeger P u b lish e r s , I n c . ,  1970). A sh o rter  sta tem en t on the same 
theme appears in  B. J . Mishan, "Making the Future Safe  fo r  Mankind," 
The P u b lic  I n t e r e s t .  Summer, 1971, pp. 33-61; and B. J . Mishan, 
"Growth and Anti-G rowth: What Are the Issu es?"  C h a llen ge . The
Macasino o f  Economic A f f a ir s .  XVI (May-June, 1973), 2 6 -4 1 . Por 
M ishan, the te c h n o lo g ic a l p rogress i s  a dehum anising p ro cess  th a t  
c o n s tr ic t s  the d ir e c t  flow  o f  understanding and sympathy between  
p e o p le . He w r ite s  th a t in  "the unending p u rsu it  o f  p rogress men 
are driven  even fa r th e r  apart and come to  depend in s te a d , fo r  a l l  
th e ir  s e r v ic e s  and e x p e r ie n c e s , d ir e c t ly  upon the c r e a tio n s  o f  
tech n ology ."  S ee  Mishan, Technology and Growth, pp. 154-155.
107
1. An in c re a s in g  span o f  t in *  sep a ra tes  th e  beginn in g  
fro a  the com pletion  o f any ta sk .
2 . There i s  an in c re a se  in  the c a p ita l  th a t i s  committed 
to  production  a s id e  from th a t occasioned  by the in creased  outp ut.
3. With in crea sin g  tech n o logy , the commitment o f time 
and money tends to  be made ever more in f l e x ib ly  to  the performance 
o f  a p a r t ic u la r  ta sk .
4. Technology req u ires  s p e c ia l is e d  manpower.
5 . The in e v ita b le  counterp art o f s p e c ia l i s a t io n  i s  o r ­
g a n iz a tio n  which b r in gs the work of s p e c i a l i s t s  to  a coherent 
r e s u l t .
6 . Prom the time and c a p ita l  th at must be comm itted, the  
i n f l e x i b i l i t y  o f  t h i s  commitment, and the needs of market p e r ­
formance under the c o n d it io n s  o f advanced tech n o logy , comes the  
n e c e s s i ty  for  p lan n in g .*
What fo llo w s  i s  a fu rth er  e la b o r a tio n  o f  some o f th ese  im p era tiv es .
B. Baergenee o f the Technostructure
The in c re a sin g  r e lia n c e  on knowledge and in form ation  for  
o r g a n iza tio n a l d ecision -m ak in g  has led  to  some b a s ic  changes in  
the d is t r ib u t io n  of power w ith in  corp orate  o r g a n iz a tio n s . Host
*G albraith , The New In d u s tr ia l S ta te , pp. 2 4 -2 9 . In sup­
port o f h is  c o n ten tio n  about the te c h n o lo g ic a l im p era tiv es , 
G alb ra ith  c i t e s  the example o f the Ford autom ob ile . Mustang, 
which was introduced in  the market in  the sp rin g  o f 1964. Prom 
la te  in  the autumn o f 1962, when the d esig n  was s e t t l e d  u n t i l  i t  
f i n a l l y  emerged, th ere  was a f a i r l y  firm  commitment which required  
an o u tla y  o f en g in eer in g  and s t y l in g  c o s ts  o f n ine m ill io n  d o l la r s ,  
and to o lin g -u p  c o s t s  of f i f t y  m il l io n  d o l la r s .  In c o n tr a s t  to  
t h i s .  F ord 's f i r s t  car in  1906 was ready for  s a le  w ith in  four  
months. I b id . . pp. 2 3 -2 4 .
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n o t ic e a b ly , thara has been a s lo e  bat stea d y  developm ent in  the  
d ir e c t io n  of in c r e a s in g ly  c e n tr a lis e d  p lanning o f  o r g a n isa tio n a l  
d e c is io n s .  The rap id  pace o f  te c h n o lo g ic a l and other changes 
puts a preniua on a n t ic ip a t in g  ev en ts  and planning for  then .
Power g r a v ita te s  in to  the hands o f th ose  who c o n tr o l the in fo r ­
mation and c o r r e la te  i t  most r a p id ly . Inform ation flow s are as 
im portant to  the l i f e  and h e a lth  o f an o rg a n isa tio n  as the flow  
o f b lood i s  to  the l i f e  and h ea lth  o f an in d iv id u a l.*
Organised in t e l l ig e n c e  r ep la ces  ownership as the source  
o f power in  the modern corporate s tr u c tu r e , because p lan n ing  takes  
precedence as a r e s u lt  o f the d e c lin e  o f the market a s a gu id in g  
in f lu e n c e .2 The locu s o f power i s  no longer vested  in  a s in g le
^George A. S te in e r ,  Top Management P lanning (Toronto: 
C ollier-M acm illan , Canada, L td ., 1969), p . 475. In a s im ila r  
v e in , Wiener remarks th a t any organism i s  h e ld  togeth er  by the  
p o eaession  o f means fo r  the a c q u is it io n , u se , r e te n t io n , and 
tran sm ission  o f  in form ation . See Norbert Wiener, C ybernetics  
(New York: John W iley & Sons, I n c . ,  1948), p . 187. A lso , see
P eter P. Drucker, "Long Range P lanning: C hallenge to  Management
S c ie n c e ,"  in  Inform ation fo r  D e c is io n  Making: Q u a n tita tiv e  and
B ehavioral D im ensions, ed . by A lfred  Rappaport (Englewood C l i f f s ,  
N. J . :  P ren tice-H a11, I n c . ,  1970), pp. 11-13; L e a v itt  and
W hisler , "Management in  the 1 9 8 0 's ,"  pp. 41-42; M elvin Anschen, 
"The Manager and the Black Box," Harvard B u siness Review. XXXVIII 
(November-December, 1900), 85-92; Simon, The Shape o f  Automation 
fo r  Men and Management, pp. 2 3 -43 ; and H. I .  A n so ff, "The P irn o f  
the Puture,"  Harvard B u siness Review. XCIII (Septem ber-O ctober, 
1905), 102-178.
2H eilbronar, "C apitalism  W ithout T ears,"  pp. 10-17. How­
e v er , the nature o f corporate planning i s  d i f f e r e n t  from what we 
are accustom ed to  b e l ie v e .  U su a lly  the planning i s  a s so c ia te d  
w ith  the grand d e s ig n  o f  the government. Corporate p lan n in g , on 
the other hand, a s  H eilbroner e la b o r a te s , c o n s is t s  o f the more 
or l e s s  uncoordinated e f f o r t s  o f corp oration s to  secu re an e n ­
vironment o f order and s t a b i l i t y .  In t h is  o b je c t iv e , they try  to  
seek  the w i l l in g  or u n w illin g  p artn ersh ip  o f  the un ion , consumer, 
com p etitor , and governsMnt. I b id . See a ls o  G a lb ra ith , The New 
In d u str ia l S ta te , ch . i i i .  Purther support of th is  theme can be
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parson as i t  ussd to  ba in  tha casa o f such b u sin ass magnates as 
Ford, R o c k e fe lle r , and Morgan.* R ather, i t  i s  the tech n o stru c tu re , 
an in te r lo c k in g  s tr u c tu r e  o f  s p e c i a l i s t s ,  te c h n ic ia n s , e x p e r ts ,  
and o r g a n isa tio n  nan, who c o l l e c t i v e l y  guide the g ia n t corpora­
t io n .^  I t  i s  part o f the mythology o f c a p i t a l i s e  th a t we s t i l l
found in  H eilb ron er, Tbs Making o f Bconowic S o c ie ty , pp. 134-139; 
and M ichael C r o s ie r , "A New R ation a le  fo r  American B u sin ess ,"  
D aedalus. XCVIII (W inter, 1909), 147-158. A lso , corporate use o f  
planning i s  rather d evo id  o f any id e o lo g ic a l  con ten t where the  
concept i s  m erely seen a s  an attem pt a t  r a t io n a lly  c a lc u la te d  
a c tio n  to  a ch iev e  the g iven  o b je c t iv e . T his i s  in  g rea t c o n tra st  
w ith  the concept o f p lanning as viewed by Hayek or Jew kes. See  
P. A. Hayek, The Road to  Serfdow. Phoenix Books (Chicago: U ni­
v e r s ity  of Chicago P ress, 1944), c h s . i v - v i ;  and John Jewkes, 
Ordeal by P lanning (New York: Macmillan Company, 1948).
^Comparing the modern businessm an w ith  the m edieval 
warrior who was rendered o b so le te  by a weapons techn ology  and by 
the guns which dem ocratized the b a t t l e f i e ld  and made a peasant 
or an a r t is a n  a s le th a l  as a p r in c e , Schumpeter has observed th a t  
s im ila r ly  the c a p i t a l i s t  i s  a v ic tim  o f the te c h n o lo g ic a l change 
which he h im se lf  has brought about. A p e r fe c t ly  b u reau cratic  
g ia n t in d u s tr ia l  corp oration  not only o u sts  the sm all or medium­
s iz e d  firm  but a ls o  ou sts  the en trep ren eu r . See Schumpeter, 
C ap ita lism . S o c ia lism  and Democracy, ch . x i i .  However, i t  should  
be noted th a t the b u rea u cra tiza tio n  o f  the in d u s tr ia l  h ierarch y  
i s  a ls o  i t s  d em o cra tiza tio n . Newcomber n o tes  th a t an in c re a s in g  
number o f men from lower economic backgrounds are now assuming  
the top e x e c u tiv e  p o s i t io n s .  Nepotism i s  more lim ited  in  the 
large  corp ora tion s where ed u ca tio n , ra th er  than fa m ily  or fr ie n d s ,  
has become the main c r i t e r io n .  See Mabel Newcomber, The Big  
B u sin ess E x e cu tiv e : The F actors That Made Him. 1900-1950 (New
York: Columbia U n iv e r s ity  P r e ss , 1955)t c h s . v, v i .
^This i s  the b a s ic  G a lb ra ith ian  scheme of tech n o stru c tu re . 
See G a lb ra ith , The New In d u str ia l S t a t e .  ch . v i .  There are few  
deb ates in  contemporary economic l i t e r a t u r e ,  however, th a t were 
so  h eated ly  d is c u sse d . Some have argued th a t the whole n o tion  
th a t the tech n ostru ctu re  runs the corp oration  i s  bred in  p art out 
of exaggerated  s e lf -e s te e m . See Sam uelson, "L iberalism  a t  Bay," 
p. 27; and Paul M. Sweezy, "On the Theory o f Monopoly C ap ita lism ,"  
Monthly Review. XXIII (A p r il, 1972), 1 -2 3 . O thers have argued 
th at the n o tio n  o f  the tech n ostru ctu re  r e s t s  on a thorough m is­
understanding o f  what ex p erts  do and what businessm en do. Por 
th is  view , see  Letwin, "The P ast and Future o f the American 
Businessman," pp. 15-22; Drucker, "The New Markets and the New
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c l in g  to  the n o tion  th at power ia  w ielded  a o s t  e f f e c t i v e ly  and 
e f f i c i e n t l y  by the a in g le  e n trep ren eu r .1 In f a c t , i t  ia  the 
c o a a it te e  s y s te a  o f the tech n o stru ctu re , w ith  i t s  coab in a tion  of 
ia p e r s o n a lity , s p e c ia l iz a t io n ,  and b u reau cratic  stru c tu re  which 
has proven in d isp en sab le  to  the a d a in is tr a t io n  o f  the aodern
C a p ita lisa ,"  pp. 44-79; and Papandreou, Man*s Freedoa. pp. 34 -3 9 .
In s p i te  o f  the aany d iv e r se  v iew s, however, the iap artan t f a c t  
eaerges th a t the corp oration  now i s ,  wore than a few doainant 
p erson s, a s tr u c tu r e  of occu p ation a l r o le s  even in  the higher  
reaches o f i t s  o r g a n iza tio n . I t s  s tr u c tu r a l fu s io n  w ith  the  
owning lin ea g e  has been broken fo r  the la r g e - s c a le ,  p a c e -s e t t in g  
se c to r  o f aodern c a p i t a l i s a .  In s tr u c tu r a l te r a s , w r ite s  P arsons, 
th is  i s  probably the a o s t  c r u c ia l  change in  the econony s in c e  the  
Marxian d ia g n o s is  was aude. See T a lc o tt  P arsons, S tru ctu re  and 
P rocess in  Modern S o c ie t ie s  (New York: Free P re ss , 1900), pp.
1 1 0 - 1 1 0 .
^Thus, Gordon w r ite s  th a t the c h ie f  e x ec u tiv e  o f our 
la r g e s t  corp oration  i s  not the r e s t l e s s ,  dynaaic in d iv id u a l o f  
an e a r l ie r  g en era tion  who, owning h is  coapany, p ioneered  in to  new 
l in e s  and " risk ed  h is  sh ir t"  b u ild in g  up a new b u sin ess  organ iza ­
t io n . R ather, he i s  a p r o fe s s io n a l e x e c u tiv e  doing a nanageaent 
jo b --c o o rd in a tin g  h is  f i r a ' s  a c t i v i t i e s ,  approving d e c is io n s  th a t  
flow  up to  h ia  fr o a  h is  su b o rd in a tes. See Robert Aaron Gordon, 
B usiness Leadership in  the Large Corporation (B erkeley: U n iver­
s i t y  o f C a lifo r n ia  P r e ss , 1901), ch . i v .  However, t h i s  i s  not to  
say th at th ere  do not now e x i s t  any f in a n c ia l  and b u sin ess  aag- 
n ates who b u ild  in d u s tr ia l  e a p ir e s . They do e x i s t .  Jaaes L ing, 
foriM rly  o f L ing-Teaco-V ought, I n c . ,  i s  one sp ectacu lar  exaap le  
o f th a t van ish in g  breed . He was quick to  lea rn , however, as d id  
aany b e fo re  h ia , th a t i t  i s  one th in g  to  take over soae o f the  
co u n try 's  lead in g  corp ora tion s and q u ite  another to  have to  aanage 
th ea . See Robert B. M ias, "The Art Fora J ia  Ling C reated,"  r e ­
view of L ing, by S ta n ley  H. Brown, B usiness Week. August 2b , 1972, 
p. 10. A lso , S u tton  and h is  a s s o c ia te s  d ea l a t len gth  w ith  how 
the id e o lo g ic a l  ayth  o f the c a p i t a l i s t  entrepreneur i s  crea ted  and 
su s ta in e d . See F ra n cis  X. Sutton  and o th e r s , The A aerican B u sin ess  
Creed (New York: Shocken Books, 1902), Part I I .  F arther, fo r  a
s o c io lo g ic a l  p e r sp e c t iv e  on the d e c lin e  o f  the in n ova tive  e le a e n t  
in  the corporate o r g a n iza tio n , see  Paul F. L a za rsfe ld , " S o c io lo g i­
c a l  R e f le c t io n s  on B u sin ess: Coneuaers and Managers," in  S o c ia l
S c ien ce  Research on B u sin e ss : Product and P o te n t ia l ,  ed . by
Robert A. Dahl and Paul F . L azarsfe ld  (New York: Coluabia U n i­
v e r s i t y  P r e ss , 1959), pp. 139-144.
I l l
c o r p o r a tio n .1
Modern economic s o c ie t y  can only be understood as a su c ­
c e s s f u l  e f f o r t  to  sy n th e s is e  by o r g a n isa tio n  a group p e r so n a lity
fa r  superior for  i t s  purposes to  a natu ra l person , and w ith  the
2added advantage o f in a o r t a l i t y .  The need for  such a group p e r ­
s o n a lity  a r is e s  because in  aodern corp oration s a large  nunber o f  
d e c is io n s ,  and a l l  d e c is io n s  th a t are in p o rta n t, draw on in fo r a a -  
t io n  p o ssessed  by aore than one aan. T y p ic a lly , they draw on 
s p e c ia l is e d  s c i e n t i f i c  and te c h n ic a l knowledge, and the accuau- 
la ted  in fo r a a tio n  and ex p e r ien ce . The need to  draw on, and
G alb ra ith , The New In d u s tr ia l S ta t e ,  ch . v i .  See a ls o  
H eilbroner, " C a p ita lisa  Without Pear," pp. 10-19 . S i a i l a r l y ,
Gordon w r ite s  that the p revalence o f group, in stea d  o f in d iv id u a l,  
a c tio n  i s  a s tr ik in g  c h a r a c te r is t ic  o f  the aanageaent o r g a n isa tio n  
in  large  c o rp o ra tio n s . See Gordon, B u sin ess L eadership in  the 
Large C orporation, ch . 5 . Holden and h is  a s s o c ia te s  d is c u s s  the  
inportance o f the c o a a it te e  a s  an ia p a rta n t a d a in is tr a t iv e  d e v ic e  
a t  the top aanageaent l e v e l ,  w h ile  Lehman n o tes th a t they are  
p rev a len t a t  a l l  l e v e l s  o f aanageaent. See Paul B. Holden,
Lounsbury S . P ish , and Hubert L. S a ith , Top Management O rganisa­
t io n  and C ontrol (New York: McGraw-Hill Book Company, 1951),
pp. 59-73; and M. R. Lohman, Top Management Committees. AMA Re­
search  Study 48 (New York: American Management A s so c ia t io n , 1901),
pp. 15-19 .
^ A ver itt se e s  in  t h i s  a h i s t o r ic a l  trend by which b u sin ess  
attem pts to  escape the l i f e  c y c le  o f  s p e c i f i c  human b e in g s . Most 
o f the corporate s tr u c tu r e s , having been freed  fr o a  t h is  c y c le ,  
are now seek in g  to  o u ts tr id e  the bounds o f  the d e p r e ss io n -p r o sp e r ity  
c y c le s  o f  s p e c i f i c  p rod u cts, in d u s tr ie s ,  and n a tio n a l economies 
through conglom erate d iv e r a i f ic a t io n  and m u ltin a tio n a l a a r k e ts .
See A v e r it t ,  "American B u sin ess ,"  pp. 71 -72 .
Thus, Drucker w r ite s  th a t aodern corporate o rg a n isa tio n  
i s  no longer th a t o f  the b o sse s  but o f  h ig h ly  s p e c ia liz e d  pro-  
fe a a io n a ls  who e x e r c is e  autonomous and r e sp o n s ib le  judgment. See  
Drucker, "Long Range P lanning,"  p . 112. A lso , see  L e a v it t  and 
W hisler, "Management in  1980 's ,"  p . 47 . S i lk  view s t h is  d e v e lo p ­
ment in  l ig h t  o f  the in c r e a s in g ly  in t e l l e c t u a l  demands o f American 
b u s in e ss . S i a i l a r l y ,  Parsons su g g ests  th a t the h arnessin g  erf 
s c i e n t i f i c  knowledge to  in d u s tr ia l  prod u ction , a trend which waa
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ap p ra ise  in form ation  from, numerous in d iv id u a ls  in  modern in d u s­
t r i a l  d ecision -m ak in g  i s  a major te c h n o lo g ic a l im p era tive . The 
in p cr a tiv e a  o f  techn ology  and o r g a n isa tio n , and not the images 
o f  id e o lo g y , determ ine the shape, s tr u c tu r e , and d ecision -m ak in g  
p r o c esses  o f  the p o e t - in d u s tr ia l  corporate o r g a n isa tio n .*
C. The G iant S c a le  
The developm ent and a p p lic a t io n  o f  tech n ology  seem i n ­
c r e a s in g ly  to  req u ire  la r g e - s c a le  and complex s o c ia l  concentre -  
t io n a . Inherent in  the dynamics o f techn ology  i s  a con stan t  
th ru st toward c e n tr a l is a t io n  and in te g r a t io n . In corp oration  o f  
new m athem atical techn iqu es and computer technology in  d e c is io n ­
making causes the impact o f in te g r a t io n  to  be f e l t  more im m ediately
o r ig in a te d  in  Germany but taken fu r th e s t  in  the U nited  S t a t e s ,  i s  
the b a s ic  im perative fo r  a tech n o a tru ctu re . See Leonard S i lk ,  
"B usiness Power, Today and Tomorrow," D aedalus. XCVIII (W inter, 
1959), 181-186; and P arsons, The System  o f  Modern S o c i e t i e s ,  pp. 
107-109. Furthermore, the p erv a siv e  ch aracter o f p r o fe s s io n a l  
e x p e r t is e  i s  as predominant in  ed u ca tion , m ilita r y  and fo r e ig n  
a f f a i r s ,  and dom eatic government a s  i t  i s  in  b u s in e s s . See  Dahl 
and Lindblom, P o l i t i c s .  Economics and W #Ifare, pp. 73 -70 .
*G albraith , The New In d u s tr ia l S t a t e . pp. 19, 42 -45 . T h is  
i s  a ls o  the b a s ic  theme o f  th ose  who b e l ie v e  th at th ere  i s  a con­
vergence p a ttern  between the c a p i t a l i s t  and s o c i a l i s t  n a t io n s .
By making the s o c ia l  s tr u c tu r e  o f the p rod u ctive  system  a c e n tr a l  
elem snt in  economic th eory , Marx o r ig in a l ly  conceived  the s o c i a l i s t  
ownership and provided the con cep tu a l foun dation  o f  th e  s o c i a l i s t  
s t a t e .  However, the la r g e -e c a le  o rg a n isa tio n  w ith  a s p e c ia l is e d  
task  s tr u c tu r e  i s  p r im a rily  the product o f  in d u s tr ia l  tech n o logy , 
at*d not o f th e  p e c u lia r  s o c ia l  in s t i t u t io n s  o f  c a p ita lism . I t  i s  
in  t h is  p e r sp e c tiv e  th a t Dahl and Lindblom, among o th e r s , b e l ie v e  
th a t both s o c ia lis m  and c a p ita lism  are dead. The r a p id ity  o f  
te c h n o lo g ic a l in n ova tion  in  our time has made tech n o logy , and not 
th ese  " ism s,"  the k ern el o f r a t io n a l  s o c ia l  a c t io n . See Moore, 
Bconomy and S o c ie ty , pp. 2 0 -2 1 ; and Dahl and Lindblom, P o l i t i c s .  
Bconomics and W el?are. pp. 9 -1 6 .
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and f i n a l ly  than ever b a fo ra .
The p h y a ica l d isp a r s io n  nada p oaa ib la  by tra n a p o rta tio n  
and coaau n ica tion  techn ology  a l s o  tends to  en la rg e  the organ iza ­
t io n a l coap lex  th a t can and m ist bo governed as a u n it .  Conse­
quent ly ,  we have an or nous in c r e a se s  in  the o p t im a  s i z e  o f  
o r g a n iz e t io n s , w ith  the o p era tio n  act such g ia n t s c a le  o rg a n isa ­
t io n s  as G eneral M otors, the U nited  Auto Workers* Union, and the  
U nited S ta te s  D epartaent o f D efen se , to  nane a fe w .1
The tendency aaong A aerican corp ora tion s to  grow in  s i z e  
i s  not new, however. As e a r ly  as 1871, when Henry Adaas returned  
to  A a erica , he i s  s a id  to  have noted th a t s iz e  and in creased  
f a c i l i t y  o f  co a b in a tio n  had becoae the s t r ik in g  c h a r a c te r is t ic s  
o f the econoay.^  Most s tu d ie s  o f the co n cen tra tio n  o f b u sin ess
M ou ld in g , "Technology and the Love-Hate S y s te  P. 47 . 
R u sse ll e n v is io n e d  t h i s  n ea r ly  h a lf  a century ago when he wrote 
th a t the s o c ia l  e f f e c t  o f  aodern s c i e n t i f i c  techn ique was to  d e -  
aand in  a l l  d ir e c t io n s  an in c re a se  in  both the s i z e  and in t e n s i t y  
o f  o r g a n isa t io n s . See Bertrand R u s s e l l ,  The S c i e n t i f i c  O utlook. 
The Norton L ibrary (Now York: W. W. Norton & C o ., I n c . ,  1902),
p . 198. In a l l  tech n o logy , however, coaputers a u st be s in g le d  
out because w ith  th e ir  in c r e a s in g  s o p h is t ic a t io n  as a to o l  o f  
d e c is io n -a a k in g , they have reaoved aany o f  the t r a d it io n a l  con­
s t r a in t s  on the s iz e  o f o r g a n iz a tio n s  which can be e f f i c i e n t l y  
run by a s in g le  board o f  aanageaent. Moreover, S iaon  view s the  
coaputer as the fo u rth  g r e a t breakthrough in  h is to r y  to  a id  Ban 
in  h is  th in k in g  p rocess and d e c is io n -a a k in g  a b i l i t y ,  the other  
th ree  being the in v en tio n  o f  w r it in g , the A rabic nuaber s y s te a ,  
and the in v e n tio n  o f a n a ly t ic a l  geoa s tr y  and c a lc u lu s . See  
H erbert A. S ia o n , The New S c ien ce  o f  Manaqeaent D e c is io n  (New 
York: Harper & Row, P u b lish e r s , I9 6 0 ) , p . 34 . A lso , see
Andrew S h o n fie ld , "B usiness in  the TW enty-Pirst Century,"  
D aedalus. XCVIII (W inter, 1969), 194-197.
^Robert Pres th u s. The O rg a n iza tio n a l S o c ie ty  (New York: 
A lfred  A. Knopf, 1962), p . 59. Between 1898 and 1902, t h is  c u l-  
a in a ted  in  the g r e a te s t  a srg er  aoveasn t in  A asrican  h is to r y .
In the e a r ly  1800*s ,  no s in g le  p la n t  c o n tr o lle d  as nuch as ten  
per cen t o f  the output of a aan u factu rin g  in d u str y . By 1904,
114
i I m  fo cu s  on the preponderance o f  the top 500 m anufacturing  
com panies. Yat to  daacrib a  the contaaporary American economic 
landscape, t h is  a t i l l  c a s t s  tha nat too  w ide. I f  tha trand  
toward con can tra tion  i s  not new, tha in t e n s i t y  and co n cen tra tio n  
o f s tr e n g th  w ith in  tha con cen tra te  i t s e l f  c e r ta in ly  a r e .*
Among tha top 500 in d u s tr ia l  c o rp o ra tio n s , a group o f  
only f i f t y  a t  tha top en joy  an aggregate  s a le s  as large  as th a t  
of tha bottom 450; m oreover, tha p r o f i t s  o f tha top tan companies 
are equal to  a lm ost h a lf  o f  those o f  the rem aining 490. In 1962, 
ju s t  f iv e  o f  tha la r g e s t  in d u s tr ia l  corp oration s in  tha U nited  
S ta t e s ,  w ith  combined a s s e t s  in  e x ce ss  o f  $36 b i l l i o n ,  p o ssessed  
over 12 par cant o f a l l  the a s s e t s  used in  m anufacturing. The 
f i f t y  la r g e s t  co rp o ra tio n s had over a th ird  o f  a l l  m anufacturing  
a s s e t s .  In 1965, th ree  in d u s tr ia l  co rp o ra tio n s—G eneral M otors, 
Standard O il o f  New J e r se y , and Pord Motor Company—had more in ­
come than a l l  o f  the farms in  the n a tio n . The gross revenues 
o f  each of th ese  three corp oration s far  exceed  those o f any s in g le
se v e n ty -e ig h t  e n te r p r ise s  c o n tr o lle d  over h a lf  the output o f th e ir  
in d u s tr ie s ,  f i f t y - s e v e n  c o n tr o lle d  60 per cen t or more, and tw enty-  
e ig h t  c o n tr o lle d  80 per cen t or more. In 1896, there were not a 
dosen ten  m ill io n  d o lla r  companies in  the n a tio n . By 1904, there  
were over three hundred o f then w ith  a c a p i t a l i s a t io n  o f  over 
$ 7 ,0 0 0 ,0 0 0 . C om binations, u su a lly  in  the form o f h o ld in g  com­
p a n ies , occurred in  n ea r ly  a l l  major American in d u s tr ie s .  See 
Chandler, "The Role o f  B u siness in  the U nited S ta te s ,"  pp. 30-33; 
and J . S . B ain , " In d u str ia l C oncentration  and A n titr u s t  P o lic y ,"  
in  The Growth o f  the American Bconony. e d . by Harold W illiam son  
(2nd e d .;  Bnglewood C l i f f s ,  N. J .:  P rentice-H a 11, I n c . ,  1951),
p. 619. A lso , see  H eilb ron er, The Making o f  Bconomic S o c ie ty .  
pp. 117-119.
*Robert L. H eilb ron er, The L im its o f American C ap ita lism . 
Harper Torchbooks (New York: Harper & Row, P u b lish e r s , 1965),
p. io .
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s t a t e .  The revenues o f  G eneral Motors a lo n e t in  19b3, were f i f t y  
t im es th o se  o f  Nevada, e i g h t  t im es  th o se  o f  New York, and on ly  
s l i g h t l y  l e s s  than o n e - f i f t h  th o se  o f  th e  f e d e r a l  governm ent.
There may be e le v e n  o th e r  c o u n tr ie s  in  the world  w ith  a g r o ss  
n a t io n a l  product la r g e r  than the t o t a l  s a l e s  o f  G eneral M otors. 
N othing s o  c h a r a c t e r iz e s  th e  American i n d u s t r i a l  system  as the  
s c a l e  o f  i t s  modern c o rp o ra te  e n t e r p r i s e . 1.
The g ia n t  s c a l e  o f  th e  modern co r p o r a t io n  i s  in  th e  s e r ­
v i c e ,  n o t  o f  monopoly or the  econom ics o f  s c a l e ,  but o f  te c h n o lo g y  
and p la n n in g .  The c o r p o r a t io n  i s  the  b a s i c  p lan n in g  u n i t  in  th e  
American i n d u s t r i a l  sy stem , and c o rp o ra te  a c t i v i t i e s - - s u c h  as
^ G alb ra ith , The I n d u s t r ia l  S t a t e ,  pp. 8 0 -8 7 .  A lso ,  s e e
H earings b e fo r e  the Subcommittee on A n t i-T r u s t  and Monopoly o f
th e  Committee o f  the J u d ic ia r y ,  U n ited  S t a t e s  S e n a te ,  E ig h ty -
e ig h th  C on gress ,  Second S e s s io n ,  Pursuant t o  S .  R es . 2b 2 , Part
1, Economic C o n c e n tr a t io n .  Overa 11 and Conqlomerate A sp ec ts  
(1 9 0 4 ) ,  p . 113; and C arl Kaysen, "The C orporation: How Much
Power? What Scope?" in  The C orp oration  in  Modern S o c i e t y ,  ed .  
by Mason, pp. 8 0 -8 7 .  However, i t  shou ld  be p o in te d  out th a t  t h i s  
c o n c e n tr a t io n ,  as la r g e  as i t  seem s, does n ot have the momentum 
o f  th e  t w e n t i e s .  R ath er , as  Adelman p o in ts  o u t ,  the l e v e l  o f  
c o n c e n tr a t io n  w ith in  th e  i n d u s t r i a l  market has slow ed down t o  th e  
pace o f  a g l a c i a l  d r i f t .  With a few  e x c e p t io n s ,  such as the  
a u tom ob ile  in d u s tr y ,  the  p ercen ta g e  of b u s in e s s  a ccru in g  t o  the  
b ig g e s t  f irm s in  d i f f e r e n t  i n d u s t r i a l  f i e l d s  i s  more or l e s s  s t a ­
t io n a r y .  See M. A. Adelman, "The Measure o f  I n d u s t r ia l  Concen­
t r a t i o n ,"  Review o f  Economics and S t a t i s t i c s .  XXXIII (November, 
1 9 5 1 ) ,  2b9-29b; and Edward S .  Mason, Economic C o n cen tra tio n s  and 
the Monopoly Problem (New York: Atheneum, 1 9 0 4 ) ,  pp. 3 0 -4 4 .  In
the a b s o lu t e  s i z e  o f  th e s e  c o r p o r a t io n s ,  s u r e ly  no d i v i s i o n  o f  
American b u s in e s s  i s  more m ean in gfu l than th e  one s e p a r a t in g  
large  and sm a ll  b u s i n e s s e s .  So im portant i s  t h i s  c le a v a g e  th a t  
the  C ongress e s t a b l i s h e d  the S m all  B u s in ess  A d m in is tr a t io n  t o  
a id  th e  f irm s la c k in g  th e  preponderant s i z e .  See  A v e r i t t ,  
"American B u s in e s s ,"  p. 0 0 .  When th in k in g  about the c h a r a c t e r ­
i s t i c  s i z e  o f  the  c o r p o r a t io n ,  one i s  reminded o f  a r e v e a l in g  r e ­
mark by G a lb r a ith :  "The f o r e ig n  v i s i t o r ,  brought t o  th e  U nited
S t a t e s ,  v i s i t s  the same f irm s as  do th e  a t to r n e y s  o f  th e  D ep a rt­
ment o f  J u s t i c e  in  t h e ir  s e a r c h  f o r  monopoly." See John Kenneth 
G a lb r a ith ,  American C a p i ta l i s m : The Concept o f  C o u n te r v a i l in g
Power ( r e v .  e d . ; Boston: Houghton M i f f l i n  C o . ,  195b), p .  9 1 .
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d e v is in g  new eethod s o f  p rod u ction , d evelop in g  new products to  
s a t i s f y  consumer w ants, or c r e a tin g  new w ants—provide the key 
to  the a c tu a l p rocess o f te c h n o lo g ic a l in n o v a tio n .1 Por tech n o­
lo g ie s  1 a p p lic a t io n  and p lan n in g , which imply c o n tr o l o f su p p ly , 
c o n tro l o f  demand, p r o v is io n  o f  c a p i t a l ,  m in im isation  o f  r is k ,  
e t c . ,  " there i s  no c le a r  upper l im it  to  the d e s ir a b le  s i s e .  I t  
could be th a t the b igger the b e t t e r ." 2
^This i s  because the b igger corp oration s have in te r n a lis e d  
the p rocess o f in n ovation  as a r e s u l t  o f  th e ir  heavy r e l ia n c e  on 
research  and developm ent. Not b ein g  su b je c t  to  heavy co m p etitive  
p ressu res and en joy in g  the in creased  a ff lu e n c e  and l iq u id i t y ,  
large corp ora tion s are l ik e ly  to  in crea se  th e ir  exp en d itu res or 
investm ent in  new p la n t developm ent and equipm ent, in  o u tla y s  for  
research  and developm ent, or in  the support o f  pure sc ie n c e  and 
higher ed u ca tio n . See F r i t s  Machlup, "Corporate Management, 
N ation a l I n te r e s t ,  and B ehavioral Theory," The Journal o f  P o l i t i ­
c a l  Economy. LXXV (O ctober, 1967), 774. See a ls o  S i lk ,  "B usiness
Power, Today and Tomorrow," pp. 176-179; and Schumpeter,
C ap ita lism . S o c ia lism  and Democracy, pp. 117-120.
^ G albraith , The New In d u s tr ia l S t a t e . p . 88 . However, 
both Roetow and Papandreou take a d i f f e r in g  view on t h i s .  A fter  
stu d y in g  the o i l  in d u stry , Rostow concludes th a t in  i t ,  as in  
many o th e r s , the la rg e  s i s e  o f the corp orate  u n its  i s  not a n e c e s ­
s i t y  based on te c h n o lo g ic a l im p era tiv es . On b a la n ce , the large
s i s e  o f the b u sin ess  u n it  does not n e c e s s a r i ly  r e s u l t  in  im portant 
te c h n o lo g ic a l advan tages. He su g g ests  th a t the b ig n ess  o f the 
large  in te g ra te d  o i l  companies has s u b s ta n t ia l ly  noth ing to  do 
w ith  th e ir  e f f i c ie n c y  or th e ir  c o s t s .  Eugene Rostow, A N ation a l 
P o lic y  fo r  the O il  Industry (New Haven, Conn.: Yale U n iv e r s ity
P r e ss , 1958X1 S im ila r ly , Papandreou w r ite s ,  i t  i s  c le a r ly  not 
enough to  argue th a t modern techn ology  and in d u s tr ia l  p lanning  
impose the need fo r  some undefined large  s i s e  on the contemporary 
firm . R ather, he r e la t e s  the s i s e  and other modern c h a r a c te r is t ic s  
of the firm  to  the in s t i t u t io n s  and the o v e r a ll  value system  o f  
in d u s tr ia l  s o c ie ty  in  the U nited S t a t e s .  See Papandreou, Man*s 
Freedom, pp. 31 -34 . H a rr is , on the other hand, s t a t e s  th a t pro­
f e s s io n a l  b u sin ess  management in  the contemporary c a p i t a l i s t  s o ­
c ie t y  i s  d ir e c te d  toward maximum expansion  o f the gross a s s e t s  
which the p a r tic u la r  corporate manager c o n tr o ls . T h is i s  the 
case where the minimum c o n d itio n  o f f in a n c ia l  s e c u r ity  has been  
ach ieved  in  a large  co rp o ra tio n . Thus, M arris contends, the 
major o b je c t iv e  o f managers i s  not p r o f i t  m axim isation but a 
su sta in a b le  growth r a te .  In e f f e c t ,  the m anagerial m otive of
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Thus, th e  c o r p o r a t io n s  becone b ig g e r  and b ig g e r .  A mere 
500 out o f  n e a r ly  e l e v e n  m i l l i o n  b u s in e s s  e n t e r p r i s e s  produce 
c l o s e  t o  h a l f  o f  a l l  th e  goods and s e r v i c e s  a v a i la b le  in  th e  
U n ited  S t a t e s .  The removal o f  on ly  150 o f  th o se  a t  the to p  o f  
th e  economy, in  a c h a i n - e f f e c t ,  co u ld  e f f e c t i v e l y  a l t e r  the  
n a t io n a l  econom ic c h a r a c te r  as we know i t . 1 This h y p o t h e t i c a l  
c a ta s tr o p h e  might be compared w ith  the n ear-eq u an im ity  w ith  which  
we fa c e  th e  r e g u la r  d isap p earan ce  o f  a hundred t im es  th a t  many 
b u s in e s s e s  due t o  th e  b a n k ru p tc ies  th a t  a n n u a lly  t h in  the ranks
expanding o n e 's  area o f  a u t h o r i t y ,  r a th e r  than th e  nature  o f  the  
market, shapes th e  primary co rp o ra te  o b j e c t i v e s  on s i z e .  See  
Robin M arris , " G a lb ra ith , Solow , and th e  Truth about C orp oration ,"  
The P u b l ic  I n t e r e s t .  W inter, 1968, pp. 3 7 -4 0 .  For an e n la rg ed  
d i s c u s s i o n  and i t s  t h e o r e t i c a l  as w e l l  as  e m p ir ic a l  t e s t i n g ,  s e e  
Robin M arris and Adrian Wood, e d s . ,  The Corporate Economy: Growth.
C om p etit ion  and In n o v a t iv e  P o t e n t i a l .  Harvard S tu d ie s  in  Technology  
and S o c i e t y  (Cambridge: Harvard U n iv e r s i t y  P r e s s ,  1 9 7 1 ) .  A lso ,
s e e  S h o n f ie ld ,  "B u sin ess  in  th e  T w en ty -F ir s t  C entury,"  pp. 1 94 -197 .
h e i l b r o n e r ,  The L im its  o f  American C a p ita l is m .  p . 13. 
A v e r i t t  a l s o  s p e c u la t e s  s i m i l a r l y ,  and s u g g e s t s  t h a t  sh ou ld  n in e ­
te e n  o f  the le a d in g  American b u s in e s s  o r g a n iz a t io n s ,  d iv id e d  
among the e l e c t r i c a l ,  farm m achinery, aluminum, copper , rubber, 
and au tom ob ile  i n d u s t r i e s ,  sud d en ly  d isa p p e a r ,  s i x  o f  our key 
in d u s t r i e s  would v i r t u a l l y  v a n ish .  I f  t h i s  r e v e a l s  th e  awesome 
power o f  th e  b ig  c o r p o r a t io n s ,  i t  a l s o  im p lie s  t h e i r  l i m i t a t i o n s ,  
f o r  none o f  th e se  f ir m s  would have th e  r i g h t  t o  s ta r v e  the c i t i e s ,  
bankrupt th e  c o u n try ,  and o th er  l i k e  t h in g s .  As Rose p o in ts  o u t ,  
power in  th e  U n ited  S t a t e s  i s  d i f f u s e d  among th e  government a g en ­
c i e s ,  trad e  u n io n s ,  farm b l o c s ,  c i v i l  r i g h t s  grou p s, l o b b ie s ,  and 
in d iv id u a l  c i t i z e n s - - a l l  aware o f  t h e i r  r ig h t  t o  oppose and c o n -  
s t r a i n  th e  powers o f  a g r e a t  c o r p o r a t io n .  However, t h i s  i s  not  
t o  deny th e  c o n s id e r a b le  power o f  c o r p o r a t io n s  over in d iv id u a l  em­
p lo y e e s ,  s u p p l i e r s ,  and cu sto m ers ,  but r a th e r  t o  imply th a t  th ere  
are l i m i t s  t o  th e  e x e r c i s e  o f  co r p o r a te  power. See  A v e r i t t ,  
"American B u s in e s s ,"  pp. 60-b8; Arnold R ose , The Power S t r u c t u r e : 
P o l i t i c a l  P r o cess  in  American S o c ie t y  (New York: Oxford U n iv e r ­
s i t y  P r e s s ,  1967);  A d o lf  A. B e r le ,  J r . ,  The Three Faces o f  Power 
(New York: H arcourt, Brace & World, 1 9 6 7 ) ,  pp. 3 9 -4 5 ;  and S i l k ,  
" B u sin ess  Power, Today and Tomorrow," pp . 174-176 .
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o f  A f r i c a ' s  b u s in e ss .
Of more profound importance i s  the fa c t  th a t now the world 
o f  su p er'corp ora tion  knows no n a tio n a l boundaries or so v e r e ig n ­
t i e s .^  Two decades ago n ea r ly  a l l  but a handful o f  the aajor  
American b u s in e sse s  were e n t ir e ly  American or North American in  
th e ir  geographic o r ie n ta t io n . Today, the grea t m ajority  o f aajor  
m anufacturing companies are m u lt in a t io n a l. Indeed, the American 
companies producing in  Europe are the w or ld 's th ir d  la r g e s t  in ­
d u s tr ia l  power, out-produced on ly  by the U nited S ta te s  and R u ssia ,
3
and in  turn out-producing even Japan and Germany. I t  i s  p r e ­
d ic te d  th at by 1985 or th ereab ou ts, the bulk o f  the w o r ld 's  supply
^Further, only o n e -th ird  o f a l l  sm all, newly e s ta b lish e d  
firm s l iv e  to  age f iv e ;  about o n e - f i f th  su rv ive  to  age ten ; but 
a f te r  the treach erous f i r s t  ten  years have passed , the su r v iv a l  
r a te  becomes q u ite  h igh . See H eilb ron er, The L im its o f American 
C ap ita lism , pp. 12-13; and A v e r it t ,  "American B u sin ess,"  pp. 04 -60 .
2T his development i s  in  a sequence o f  s ta g e s  where a firm  
p a sses from engaging in  a sm all amount o f exp ort b u sin ess  as a 
s id e l in e  to  a f u l l y  committed in te r n a t io n a l ou tlook  in  which a l l  
o p era tio n s, in c lu d in g  th ose  in  the home country o f the firm , are  
tr e a te d  e s s e n t ia l ly  on the same b a s i s .  Indeed, in  i t s  p resen t  
sta g e  o f  tra n sn a tio n a lism , a corp oration  does not consid er any o f  
i t s  g lo b a l s t r a t e g ie s  in  terms o f  i t s  value to  a p a r tic u la r  
country . Thus, there rem ains an in h eren t c o n f l i c t  between the  
m u ltin a tio n a l firm  and n a tio n a lism . A s in g le  conglom erate such  
as G eneral Motors today s e l l s  in  seven teen  co u n tr ies  item s whose 
t o t a l  value exceed s the g ross n a tio n a l product o f Belgium . The 
same conglom erate in  the U nited S ta te s  w i l l  o b v iou sly  fa re  d i f f e r ­
e n t ly  in  a power s tr u g g le  w ith  the U. S . government than in  a 
c o n te s t  w ith  the government o f  Belgium . Such a corp ora tion , w ith  
a work fo r c e  o f  one m ill io n  a tron g , would be supporting a depen­
den t fam ily  p op u lation  equal to  the p resen t s i s e  o f  a country l ik e  
Denmark or Ir e la n d . See John Fayerw eather, "The I n te r n a t io n a lis a ­
t io n  o f B u sin ess ,"  The Annals o f  the American Academy o f  P o l i t i c a l  
and S o c ia l S c ie n c e . CD I I I  (Septem ber, 1972), 1-11; and S h o n fie ld , 
"B usiness in  the T w enty-F irst C entury," pp. 203-207 .
3Jean-Jacques S ervan -S ch reib er , The American C hallenge  
(New York: Avon Books, 1909), pp. 4 1 -5 2 . See a ls o  Drucker, "The
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o f manufactured goods w i l l  coat from 300 or so  worldwids companies 
ownsd by sh a rsh o ld srs from a l l  the aa jor  c o u n tr ie s .* ’
Tha abovo d s s c r ip t io n  o f  tb s  contsaporary corp ora tion  i s  
q u it s  a t  odds w ith  th s sharp l s g a l  ia a g s in  which i t  i s  u su a lly  
hold in  accou nting  and other b u s in e s s -r e la te d  d i s c ip l in e s ,  where 
the corp oration  i s  "an a r t i f i c i a l  b e in g , i n v i s i b l e ,  in ta n g ib le ,  
and e x is t in g  only in  c o n tea p la tio n  o f lsw ." 3 I t  i s  g e n e r a lly
New Markets and the New C a p ita lisa ,"  p . 52; and D an iel B e l l ,  The 
Coalng o f P o s t-In d u s tr ia l S o c ie ty : A Venture in  S o c ia l  P ore-
caatinq~TNew York: B a sic  Books, I n c . ,  P u b lish e r s , 1973), pp. 483-
480. Of the 300 c o lo s s a l  a u lt in a t io n a l  corp oration s whose produc­
t io n  o f goods adds up to  about $300 b i l l i o n  a y ear , a f ig u r e  
higher than the g ro ss  n a tio n a l product o f  every  country ex cep t the  
U nited  S t a t e s ,  187 are American. Most o f th ose  American g ia n ts  do 
■ore than a h a l f - b i l l i o n  d o lla r s  in  s a le s  a y ea r . About 4000 
American firm s have a t o t a l  o f  17 ,000 a f f i l i a t e s .  I b id . A lso ,  
see  Raymond Varnon, S o v ere ig n ty  a t  Bay (New York: B asic  Books,
I n c . ,  P u b lish e r s , 1971); Normsn Macrae, "The Future o f  In te r n a t io n ­
a l  B u sin ess,"  a supplement to  The Econom ist. January 2 2 , 1971; and 
Charles N. S ta b le r , " M u ltin a tion a l Firms Now Dominate Much of  
World P roduction ,"  Wall S tr e e t  Journal. A p r il 18, 1973, pp. 1 , 2 6 .
^Howard V. P er lm u tter , "The M u ltin a tio n a l Firm and the 
Future,"  Ths Annals o f  the American Academy o f  P o l i t i c a l  and S o c ia l  
S c ie n c e . CDIII (Septem ber, 1972), 139-152. S im ila r ly , Payerweather 
b e l ie v e s  th a t the growth o f  tr u ly  tra n sn a tio n a l companies i s  im- 
m utsb le. At l e a s t  fo r  the American economy, i t  i s  a f a c t  th a t i t s  
m u ltin a tio n a l corp ora tion s sr e  now in c r e a s in g ly  dependant on the  
earn in gs from abroad. On an average 40 per cen t o f  th e ir  t o t a l  
revenues come from o v e r se a s . See F syerw eather, "The I n te r n a t io n a l i ­
z a tio n  o f B u sin ess,"  pp. 9 -11 ; and "U. S . Investm ent Abroad: Who's
Going Where, How end Why," Boose, A llen  & Hamilton Survey, Columbia 
Journal o f  World B u sin ess . VII (Ju ly -A u gu st, 1972), 33 -40 .
^C hief J u s t ic e  M arshall, as quoted in  Norton M. Bedford, 
Kenneth W. Perry, end Arthur R. W ystt, Advanced A ccounting: An
O rgan iza tion a1 Approach (3rd e d .;  New York: John W iley & Sons,
I n c . ,  1973), p . 16. S im ila r ly , Simons and Karrenbrock, in  th e ir  
a n a ly s is  o f the co rp o ra tio n , con sid er  i t  a s "an a r t i f i c i a l  e n t i t y  
crea ted  by law th a t has an e x is te n c e  sep a ra te  from i t s  owners and 
■ay engage in  b u s in e ss  w ith in  p rescr ib ed  l im it s  ju s t  s s  a n a tu ra l 
person ."  See Harry Simons and W ilbert B. Karrenbrock, In term ed iate  
A ccounting. Comprehensive Volume (3rd e d .;  C in c in n a ti:  S ou th -
Western P u b lish in g  Company, 1964), p . 576. The same l e g a l i s t i c
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s e e n  and a n a ly zed  as "a d e v ic e  fo r  m a r sh a l l in g  th e  s a v in g s  o f  i n ­
d i v i d u a l s  fo r  p r o d u c t iv e  p u r p o se s ." *  In i t s  conduct o f  b u s i n e s s ,  
a c o r p o r a t io n  i s  n o t  b e l i e v e d  t o  d i f f e r  f u n c t i o n a l l y  from the  
in d iv id u a l  p r o p r ie t o r s h ip .  I t s  p u rp ose , l i k e  t h e i r s ,  i s  deemed 
t o  be t h a t  o f  making th e  most money f o r  i t s  owners.^
D. A Major D i s c i p l i n a r y  Force in  S o c i e t y  
In th e  t h i r t i e s ,  B e r le  and Means p io n e e r e d  th e  e x p lo r a t io n  
i n t o  th e  econom ic r e a l i t i e s  o f  th e  co rp o ra te  w o r ld .  S in c e  th e n ,  
th e y  have c o n s i s t e n t l y  m ain ta in ed  th a t  the m id - tw e n t ie th  c en tu ry  
American c a p i t a l i s t  sy stem  depended upon and r e v o lv e d  around the  
r e l a t i v e l y  few  s u p e r -c o r p o r a t io n s . The r o l e  o f  th e s e  c o r p o r a t io n s
p e r s p e c t iv e  o f  the c o r p o r a t io n  can be found in  n e a r ly  a l l  t e x tb o o k s  
o f  th e  b u s i n e s s - r e l a t e d  d i s c i p l i n e s .  See  Harry G. Guthmann and 
H erbert B. D o u g a l l ,  C orp oration  F in a n c ia l  P o l i c y  (2nd e d . ; New 
York: P r en tice -H a  11, I n c . ,  1 9 4 8 ) ,  p .  9 .
*R. J .  Chambers, A cco u n tin g . Finance and Management ( n . p . ,  
Arthur Andersen & C o . ,  19 b 9 ) ,  p .  49b .
^ G a lb r a ith ,  The New I n d u s t r ia l  S t a t e ,  pp. 8 2 -8 4 .  The most 
outspoken  eco n o m ist  on t h i s  theme i s  Friedman, who w r i t e s  t h a t  in  
a f r e e - e n t e r p r i s e  economy, th e  co r p o r a te  e x e c u t iv e  i s  an em ployee  
o f  th e  owners o f  the c o r p o r a t io n .  A ccording t o  t h e i r  d e s i r e ,  he 
sh o u ld  g u id e  co r p o r a te  a c t i v i t i e s  s o  as t o  make as much money as  
p o s s i b l e  w h i le  conform ing t o  th e  b a s i c  r u le s  o f  s o c i e t y ,  b o th  
th o se  embodied in  law and th o se  embodied in  e t h i c a l  custom . S ee  
M ilto n  Friedman, "The S o c i a l  R e s p o n s i b i l i t y  o f  B u s in ess  Is  t o  I n ­
c r e a s e  I t s  P r o f i t s , "  The Sunday Times M agazine. September 13, 1970,  
pp. 1 2 2 -I2 b .  T h is  argument i s  expanded in  M ilton  Friedman, C a p i­
t a l i s m  and Freedom. Phoenix  Books (C hicago: U n iv e r s i t y  o f  C hicago
P r e s s ,  19b 2),  c h s .  i  and v i i i .
3S ee  A d o lf  A. B e r le ,  J r . ,  and Gardiner C. Means, The 
Modern C orp o ra tio n  and P r iv a t e  P r o p e r ty  ( r e v .  e d . ; New York: 
H arcou rt, Brace & World, I n c . ,  19b8); and A d o lf  A. B e r le ,  J r . ,
The T w en tie th  C entury C ap ita  l i s t  R e v o lu t io n  (New York: H arcou rt,
Brace & World, I n c . ,  1 9 5 4 ) .  However, th e  predominance o f  la r g e  
c o r p o r a t io n s  d oes  not mean t h a t  th e r e  do n o t  e x i s t  any s m a l le r
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i s  not puroly  econom ic, though to  bo so  was indeed th o ir  primary 
fu n c t io n . N oithor aro thoy puroly commercial o r g a n iz a tio n s , a l ­
though p r o f i t  has boon ono o f  th o ir  major pu rp oses. Moro than 
aoro d o v ico s for  producing goods and s e r v ic e s ,  those corp oration s  
have bocowe a r a t io n a l  instrum ent o f the aodorn s o c ie t y .*
In c o n tr a s t  to  e a r l ie r  s o c i e t i e s ,  the modern s o c ie ty  has 
placed  a h igh  a o r a l value on r a t io n a l i t y ,  e f f e c t iv e n e s s ,  and 
e f f i c i e n c y .  As modern s o c i e t a l  in stru m en ts, co rp o ra tio n s fea tu re  
s c i e n t i f i c  proced ures, s ta n d a r d iz a tio n , o b je c t iv e  recru itm en t, im­
p e r s o n a lity , machine o p e r a tio n s , and a tendency to  demand complete
b u sin ess  e n te r p r is e s .  In f a c t ,  they do e x i s t  in  large  number.
But to  understand American c a p ita lism , w r ite s  Papandreou, one must 
con cen tra te  on i t s  most advanced se c to r  which i s  composed of the  
modern g ia n t  c o r p o r a tio n s . G alb ra ith  s im ila r ly  argues th a t in  
such m atters our in t e r e s t  should  be devoted  to  G eneral M otors, 
Ford, and the l ik e ,  rath er than the lo c a l  paving firm  or body r e ­
p a ir  shop. See Papandreou, Man*» Freedom, p . 30; and G a lb ra ith , 
The Hew In d u s tr ia l S t a t e ,  p . 84 . See a l s o  M arris, "G albraith , 
Solow and the Truth about C orporation ,"  p . 40 .
*What i s  more, as B e ll  pu ts i t ,  even in  i t s  in c e p tio n  the 
corp oration  was construed  as a s o c ia l  in v en tio n  to  meet the n ovel 
problems o f  the day . I t  was conceived  as an instrum ent o f s e l f -  
governance fo r  groups carry in g  on a common a c t i v i t y ,  such as 
a r t is a n  g u ild s  or lo c a l  boroughs. In the case of the modern c o r ­
p o r a tio n , i f  we se e  i t  more as a b u reau cra tic  s tr u c tu r e  o f occu­
p a tio n a l r o le s  and le s s  as p r iv a te  p rop erty , i t s  o r ig in a l  s o c io ­
lo g ic a l  con cep tion  prov id es a u s e fu l  p e r sp e c t iv e . L ike a 
u n iv e r s ity ,  i t  i s  a s e l f - s e l e c t i v e ,  ongoing e n te r p r ise  o f i t s  
members, who seek  to  carry out i t s  purposes w ith  due regard for  
the in t e r e s t s  o f i t s  community. See D an ie l B e l l ,  "The C orporation  
and S o c ie ty  in  the 1 9 7 0 's ,"  Ths P u b lic  I n te r e s t .  Summer, 1971,
PP. 29 -3 0 . See a l s o  Parsons, S tru ctu re  and Process in  Modern 
S o c i e t i e s ,  pp. 122-115; and Robert Maynard H utchins, "The Admini­
s tr a to r ,"  in  The Works o f  the Mind, e d . by R. B. Haywood (Chicago: 
U n iv e r s ity  o f Chicago P r e ss , 1947), pp. 135-150.
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l o y a l t y  from t h e i r  members.^ By c o o r d in a t in g  a la r g e  number o f  
human a c t i o n s ,  the c o r p o r a te  o r g a n iz a t io n  c r e a t e s  energy  and
performance v a s t l y  s u p e r io r  to  what any in d iv id u a l ,  no m atter
2
how b r i l l i a n t ,  can c r e a t e .
In i t s  p r o c e s s  o f  human c o o r d in a t io n ,  the  c o r p o r a t io n  
a l s o  p uts  to g e th e r  a pow erfu l s o c i a l  s t r u c t u r e .  I f  th e  la rg er  
s o c i e t a l  s t r u c t u r e  i s  a d e c i s i v e  f o r c e  in  m olding in d iv id u a l  
b eh a v io r  and p e r s o n a l i t y ,  the  b ig  c o r p o r a t io n  can s i m i l a r l y  be 
c o n ce iv ed  as  a sm a ll  s o c i e t y  whose c h a r a c t e r i s t i c s  o f  s p e c i a l i ­
z a t i o n ,  h ie r a r c h y ,  and a u t h o r i t y  have a s im i la r  in f lu e n c e  upon 
i t s  members. The mechanism th a t  s o c i e t y  employs t o  te a c h  i t s
v a r io u s  v a lu e s  may a l s o  be se e n  a t  work w i th in  the co rp o ra te
3
o r g a n iz a t io n ,  i . e . ,  i t  s o c i a l i z e s  i t s  members.
^Amitai B t z i o n i ,  Modern O r g a n iz a t io n s .  Foundations o f  
Modern S o c io lo g y  S e r i e s  (Bnglewood C l i f f s ,  N. J . :  P r e n t i c e - H a l l ,
I n c . ,  1 9 6 4 ) ,  p .  1; and P r e s th u s ,  The O r g a n iz a t io n a l  S o c i e t y ,  p .  
10.
^N early  t w e n t y - f iv e  y ea rs  ago R u s s e l l  s u g g e s te d  th a t  in  
the modern w orld  and in  th e  world  o f  th e  near f u t u r e ,  im portant  
ach ievem ent was and would be a lm ost im p o s s ib le  t o  an in d iv id u a l  
i f  he co u ld  not dom inate some v a s t  o r g a n iz a t io n .  See Bertrand  
R u s s e l l ,  A u th o r ity  and th e  I n d iv id u a 1 (New York: Simon and
S c h u s t e r ,  I n c . ,  1 9 4 9 ) ,  pp. 2 5 - 3 6 .  See A ls o  P e te r  F. Drucker,  
Landmarks o f  Tomorrow: A_ R eport on th e  New "Post-Modern" WorId.
Harper Colophon Books (New York: Harper & Row, P u b l i s h e r s ,
1 9 6 5 ) ,  p . 17.
^ P r es th u s ,  The O r g a n iz a t io n a l  S o c i e t y ,  pp. 100-105 , The 
s p e c t r e  o f  o r g a n iz a t io n  looms s o  la r g e  over modern Western man 
th a t  Dahl c a l l s  him th e  " c i t i z e n  o f  the c o r p o r a t io n ."  See  
Robert A. D ah l, " C it iz e n s  o f  C o rp o ra t io n ,"  New York Tim es,
March 17, 1971, p .  41 . S ee  a l s o  W illiam  H. W hite, J r . ,  The 
O r g a n iz a t io n  Man. Doubleday Anchor Books (Garden C i t y ,  N. Y.:  
Doubleday & Company, I n c . ,  1951); and A d o lf  A. B e r le ,  J r . ,  The 
Three Faces o f  Power (New York: H arcourt, Brace & World, I n c . ,
19 6 7 ) ,  pp. 3 9 - 4 5 .  The l a s t  two so u r c e s  r e l a t e  how th e  la rg e  
c o r p o r a t io n s  e x e r c i s e  c o n s id e r a b le  power over in d iv id u a l  em­
p lo y e e s .
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In th e ir  e f f o r t s  to  r a t io n a liz e  and harness human e n e r g ie s  
toward stru ctu red  g o a ls , th ese  o rg a n iza tio n s have become s e n s i t iv e  
and v e r s a t i le  a g en c ie s  fo r  the c o n tr o l o f human beh avior , employ­
in g  su b tle  p sy c h o lo g ic a l sa n c tio n s  th a t evoke d e s ir ed  resp onses  
and in c u lc a te  c o n s is te n t  p a tte rn s  o f a c t io n . In t h is  se n se , the 
b ig  corp oration s are a major d is c ip l in a r y  fo rce  in  our s o c i e t y .1 
Their in f lu e n c e  s p i l l s  over the boundaries at economic in t e r e s t  
and a c t i v i t i e s  in to  the s p ir i t u a l  and in t e l l e c t u a l  s e c to r . More­
over, the accepted  va lu es of the corporate org a n iza tio n  shape
the in d iv id u a l's  p e r so n a lity  and in f lu e n c e  h is  behavior in  e x tr a -
2v o c a tio n a l s i t u a t io n s .
*More than a quarter century ago, in  h is  famous a n a ly s is  
o f General M otors, Drucker concluded t h is  to  be the b a s ic  ten e t  
o f an advanced in d u s tr ia l  c i v i l i z a t i o n .  The large corp oration  
s e t s  the standards fo r  the way o f l i f e  and determ ines our p ersp ec ­
t iv e  on s o c ie ty  so  th a t s o c ie t a l  problems and th e ir  s o lu t io n s  
c r y s t a l l i z e  around i t .  See P eter F. Drucker, Concept o f the Cor­
p o ra tio n  (New York: John Day Company, I n c .,  1940), p . 11. S ev era l
o th ers e s s e n t i a l ly  agree on the theme o f the large  corp oration  in  
American s o c ie t y .  For exam ple, see  Bdward Mason, " In trod u ction ,"  
in  The C orporation in  Modern S o c ie ty , ed . by Mason, p . 1; and 
N e il Chamberlain, "The L ife  o f the Mind in  the Firm," D aedalus, 
XCVIII (W inter, 1969), 134. Of l a t e ,  however, Drucker has sh ied  
away from h is  e a r l ie r  view and co n sid ers i t  an o v e r s im p lif ic a t io n .  
See Drucker, "The New Markets and the New C ap ita lism ,"  pp. 50-79; 
and Kenneth B. B ould ing, "M ilking the Sacred Cow," review  o f The 
In d u str ia l S ta te .  by G alb ra ith , in  Book Week. Ju ly  16, 1972, p . 12.
^ P resth u s, The O rgan izetion a1 S o c ie ty , pp. 15-16 . However, 
Dahl and Lindblom j u s t i f y  th ese  corporate attem pts to  in d o c tr in a te  
i t s  em ployee. S ta b le , p e r s is t e n t ,  and r e p e t i t iv e  coop eration  i s  
im p ossib le  u n le ss  some of the resp on ses o f people who in te r a c t  are  
more or l e s s  p r e d ic ta b le  by one an oth er . See Dahl and Lindblom, 
P o l i t i c s .  Bconomics, and W elfare, p . 34 . Some oth ers have been  
alarmed a t  the thought o f being a servan t " in  thought as in  a c t io n ,  
o f the corporate o rg a n iza tio n a l machine th a t we created  to  serve  
u s."  See G a lb ra ith , Ths New In d u str ia l S ta te ,  p . 19. Most d i s ­
tu rb in g  to  some i s  the in d iv id u a l 's  su b ord in ation  to  and dependence 
upon the o r g a n iza tio n . Boulding has analyzed th is  phenomenon in  
Kenneth B. B ould ing, The O rg a n iza tio n a l R evo lu tion : A Study in  the
E th ic s  o f  Economic O rgan ization , Quadrangle Paperbacks (Chicago: 
Quadrangle Books, I n c . ,  1968).
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B. The Corporat« Image in  Theory 
The le g a l  d e f in i t io n  o f  the corp oration  i s  m erely a lo o se  
framework th a t attem pts to  cover both the corner drugstore and 
G eneral M otors, each o f  which j u s t  happens to  be a co rp o ra tio n .
We cannot d escr ib e  and an a lyse  the two m ean ingfu lly  w ith in  the  
same framework,*' however, because co rp o ra tio n s l ik e  G eneral Motors 
are much more than th e ir  le g a l  im age. To some, the large  modern 
corp oration  w ith  i t s  enormous power d ise n fr a n c h ise s  the stock *  
h o ld ers , grows to  gargantuan s i s e ,  expands in to  w h olly  u n rela ted  
a c t i v i t i e s ,  and, in  g e n e ra l, i s  m o n o p o lis tic  where i t  buys and 
s e l l s .^
The modern co rp o ra tio n , w ith  i t s  g rea t s i s e ,  v a r ie ty  o f  
a c t i v i t y ,  and comprehensive e f f e c t s ,  has b lurred  or even erased  
the tr a d it io n a l  l in e  o f dem arcation between what was h e ld  to  be
^However, both Ladd and Suojanen th ink  th at accou nting  
has fo llo w ed  th is  lo o se  framework in  perform ing i t s  in form ation  
fu n c tio n  w h ile  r ep o rtin g  corporate a c t i v i t y  to  the s o c ie t y .  They 
su g g est th a t accou ntants sh ould  reexamine th e ir  b a s ic  r o le  in  our 
s o c ie t y  and the way i t  i s  c a rr ie d  in  l ig h t  o f the modern corpora­
t io n  r e a l i t i e s .  See Dwight R. Ladd, Contemporary Corporate 
A ccounting and the P u b lic  (Homewood, 1 1 1 .:  Richard D. Irw in, I n c . ,
1963); and Waino W. Suojanen, "Accounting Theory and the Large 
C orporation ,"  The A ccounting Review. XXIX (J u ly , 1954), 391-398.
The most cogent argument w ith  an accou n tin g  p e r sp e c tiv e  was d e ­
veloped more than a quarter century ago by V a tter . He wrote th a t  
the needs o f corporate rep o rtin g  cou ld  not be met by a g e n e ra l-  
purpose, o v er ly  s im p lif ie d  s tr u c tu r e  o f  accounting theory based  
upon the sim ple n o tion  o f p r o p r ie to r sh ip  or e n t i t y .  The u ses o f  
accou nting  in form ation  are m anifo ld , and he fu rth er  su ggested  
th a t a need e x is te d  fo r  a more o b je c t iv e  and more fundamental 
approach to  the problems o f accou n tin g  theory and p r a c t ic e .
W illiam  J . V a tter , The Fund Theory o f A ccounting and I t s  Im p lica ­
t io n  for  F in a n c ia l Reports (Chicago: U n iv e r s ity  o f Chicago P re ss ,
1947), pp. 3 -1 3 .
^G albraith , The New In d u str ia l S t a t e ,  p . 84.
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p u b l ic  and th a t  which was p r i v a t e .* 1 The r e a l i t y  i s  t h a t  a new 
econom ic order has emerged which i s  c h a r a c t e r iz e d  by very  la r g e  
i n d u s t r i a l  o r g a n iz a t io n s  th a t  m ain ta in  econom ic order among them­
s e l v e s ,  and "between t h e i r  i n t e r e s t s  and th o se  o f  the  government,  
by an even  more n e a r ly  co m p le te ,  a l b e i t  c a r e f u l l y  cam ouflaged and 
s t o u t l y  d e n ie d  network o f  p la n n in g ." 2
* T b id .,  pp. 3 9 5 -4 0 0 .  G a lb r a ith  fu r th e r  w r i t e s :  "Men w i l l
look  back in  amusement a t  th e  p r e te n se  t h a t  once caused  p e o p le  t o  
r e f e r  t o  G eneral Dynamics and American A v ia t io n  and A.T.&T. as  
p r iv a te  b u s in e s s ."  I b id . . p. 4 0 0 . Even th e  modern b u s in e s s  e x e c u ­
t i v e ,  in  c o n t r a s t  t o  the t r a d i t i o n a l  bu sin essm an , s e e s  h im s e l f  as  
a stew ard o f  p u b l ic  i n t e r e s t s .  He has a v i s i b l e  p u b l ic  f u n c t io n  
o f  major co n seq u en ce . This i s  e v id e n c e d  in  a s e r i e s  o f  l e c t u r e s  
d e l iv e r e d  a n n u a lly  s in c e  1950 under the a u s p ic e s  o f  th e  McKinsey 
Foundation a t  th e  Graduate S c h o o l  o f  B u s in e ss  o f  Columbia U n iv e r ­
s i t y .  The McKinsey l e c t u r e r s  r e f e r r e d  t o  here are Ralph C ord in er ,  
chairman o f  G eneral E l e c t r i c ;  T. V. H ouser, chairman o f  S ears  
Roebuck; Crawford G reen ew alt ,  p r e s id e n t  o f  DuPont; Roger Blough, 
chairman o f  U, S .  S t e e l ;  F r e d e r ic k  K appel, p r e s id e n t  o f  A.T.&T.; 
and Thomas Watson, chairman o f  IBM. S ee  Ralph C o rd in er , New 
F r o n t ie r s  f o r  P r o f e s s io n a 1 Managers (New York: McGraw-Hill Book
Company, 195b); Crawford G reen ew alt ,  The Uncommon Man (New York: 
McGraw-Hill Book Company, 1959); Roger B lough, Free Man and the  
C orp oration  (New York: McGraw-Hill Book Company, 1959);
T. V. H ouser, B ig  B u s in e ss  and Human V alues  (New York: McGraw-
H i l l  Book Company, 1957);  F r e d e r ic k  Kappel, V i t a l i t y  in  a_ B u s in e ss  
E n te r p r is e  (New York: McGraw-Hill Book Company, 19b0); Thomas
Watson, A_ B u s in e ss  and I t s  B e l i e f  (New York: McGraw-Hill Book
Company, 1963).  A ls o ,  s e e  Henry Ford I I ,  The Human Environment 
and B u s in e ss  (New York: W eybright and T e l l y ,  I n c . ,  1970);  and
John D. R o c k e f e l l e r  III*  The Second American R e v o lu t io n  (New York: 
Harper & Row, P u b l i s h e r s ,  1 9 7 3 ) .
2 H e ilb r o n e r ,  " C a p ita lism  W ithout T ea rs ,"  p .  17 . This i s  
how H eilb ro n er  summarizes th e  b a s i c  theme o f  The New I n d u s t r ia l  
S t a t e ,  as  c o n c e iv e d  by G a lb r a i th .  A ls o ,  s e e  G a lb r a i th ,  The New 
I n d u s t r ia l  S t a t e ,  c h .  i .  To the e x t e n t  th a t  th e  G a lb r a ith ia n  
theme im p l ie s  e r o s io n  o f  market f o r c e s ,  c o m p e t i t io n ,  and the  
e n tr e p r e n e u r ia l  z e a l  o f  p r o f i t - m a x im iz a t io n ,  th e r e  a re  h eated  
c o n t r o v e r s i e s .  Jacoby, in  p a r t i c u l a r ,  s t r o n g ly  d i s a g r e e s ,  and 
s u g g e s t s  th a t  G a lb r a ith  p r o v id e s  a d i s t o r t e d  d e s c r i p t i o n  o f  the  
s t r u c t u r e  and o p e r a t io n  o f  one segment o f  the economy. See N e i l  
Jacoby, " P ro fesso r  G a lb r a i th ' s  ' New I n d u s t r i a l  S t a t e . '" C a l i f o r n ia  
Management R eview , X (S p r in g ,  1 9 6 8 ) ,  9 1 -9 4 .  S i m i l a r l y ,  S c o t t ,
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The above r e a l i t i e s  of the corporate world go fa r  beyond 
the ones en v is io n e d  in  the s tu d ie s  which ana lyse  the corporate  
o r g a n isa tio n  as a h om eostatic  organisw c o n sta n tly  adapting i t s e l f  
to  i t s  environ aen t so  th a t i t s  c a p a c ity  to  fu n c tio n  and i t s  su r -  
v iv a l  are a ssu red . These s tu d ie s  view accou nting  a s  a fo r a  o f  
in q u iry  fo r  en a b lin g  such organism s to  adapt th e a se lv e s  to  m i t i ­
gate  the e f f e c t s  o f  th e ir  en v iro n a en t. The s ta t e  o f a d ap ta tion  
i s  con sid ered  to  be a s t a t e  o f  n o -s tr a in . Thus, the o b je c t o f  
o r g a n isa t io n a l a c tio n  i s  sa id  to  be the s u b s t itu t io n  o f a le s s  
str a in e d  or le s s  uneasy c o n d it io n  for  a more s tr a in e d  or more 
uneasy c o n d it io n .*
p r e sen tin g  recen t ev id en ce  from a con tin u in g  research  program on 
in d u s tr ia l  developm ent and p u b lic  p o l ic y  being conducted a t  Har- 
vard B u sin ess S ch oo l, argues th a t co m p etitiv e  p ressu res are s t i l l  
the most p oten t fo r c e s  governing corporate e v o lu t io n . He a s e e t t s  
th a t G alb raith  has m isunderstood the r e a l  dynamics o f econom ic 
e v o lu t io n . See Bruce R. S c o t t ,  "The In d u str ia l S ta te :  Old Myths
and New R e a l i t ie s ,"  Harvard B u sin ess Review. LI (M arch-A pril, 
19 7 3 ), 133-148. A lso , se e  Robert M. Solow, "The New In d u str ia l  
S ta te  or Son o f A fflu en ce ,"  Tbs P u b lic  I n te r e s t .  F a l l ,  1968, pp. 
100-108; and Papandreou, Man* s Freedom, pp. 30 -4 9 . On the e r o s io n  
o f p r o f i t  m axim isation , W illiam son s t a t e s  th a t the large  corpora­
t io n  i s  g e t t in g  c lo se r  in  i t s  behavior to  the p r o f i t  maximizing  
model en v is io n e d  in  n e o c la s s ic a l  econom ics. See O liver  B. 
W illiam son , Corporate C ontrol and B u sin ess B ehavior: An In ­
q u iry  in to  the B f fe c t s  o f O rgan isation  Form on B n terp r ise  Behavior 
(Bnglewood C l i f f s ,  N. J .:  P rentice-H a 11, I n c . ,  1970).
*See Chambers, A ccounting. B valuation  and Economic Be­
h a v io r . pp. 2 0 -2 1 . The concept o f hom eostasis has been w id e ly  
used in  theory c o n str u c tio n  in  most s c ie n c e s  to  in te r p r e t  the b e ­
havior in  terms o f  some eq u ilib r iu m  s ta t e  which the " in d iv id u a l"  
seek s to  m aintain . Any hom eostatic  mechanism req u ires the fo l lo w ­
ing e le m en ts . There must f i r s t  be the datum --the o b je c t  o f s t a ­
b i l i z a t i o n .  Secon d ly , th ere  must be a tran sm itter  o f in form ation  
from the recep tor  to  an in te r p r e te r . There must a ls o  be a tr a n s ­
m itter  from the in te r p r e te r  o f  the in form ation  to  an e f f e c t o r ,  
and a tra n sm itter  o f the e f f e c t  from the e f f e c to r  back to  the  
datum. The hom eostatic  eq u ilib r iu m  c h a r a c te r iz e s  what are c a l le d  
open system s which m aintain  a s tr u c tu r e  in  the m idst o f  some kind
127
The h om eostatic  model cannot e x p la in  achievem ent m otiva-  
t io n —a nacassary and pow erful a o t iv a t io n  aaong aany top ex ecu ­
t iv e s --w h ic h  o f tan bacoaas nor a in tan sa  a s  tha o b je c t iv e s  ara 
ach iavad . On tha in d iv id u a l l e v e l ,  tha modal hardly saams r e l e -  
vant to  m anagarial bahavior which i s  s a n s it iv a  to  accounting  
in form ation . At tha o r g a n isa tio n a l l e v e l ,  tha modal f a l l s  sh ort  
o f  a b s tr a c t in g  tha corporate r e a l i t y .*
C onsiderab ly  beyond the ad ap tive  p r o c e ss , tha corporate  
mechanism alm ost in v a r ia b ly  takas a v a r ie ty  o f s te p s  to  p reven t, 
o f f s e t ,  or o therw ise  n e u tr a liz e  tha a f f e c t s  o f an adverse e n ­
vironm ent. To ensure th a t what i s  fo r e se e n  in  the p lanning  
p rocess u lt im a te ly  occurs in  f a c t ,  the corporate  o rg a n iza tio n  
shapes tha environm ent to  whatever e x ta n t i t  can. Too much i s  
a t  s t a k e - - in  terms of c a p i t a l ,  o r g a n iza tio n , and tec h n o lo g y --  
to  r o ly  on and a d ju st to  tha environm ent as r e f le c te d  in  the
o f  throughput o f  m a te r ia l. Many attem pts have been made to  
in te g r a te  b io lo g ic a l  theory , and in  p a r t ic u la r  the p r in c ip le  o f  
h om eosta tic  eq u ilib r iu m , in to  the s o c ia l  s c ie n c e s , because the 
s o c ia l  o r g a n iza tio n  i s  con sid ered  an open system  and m aintains  
a h om eosta tic  e q u ilib r iu m . See B ould ing, Beyond Economics, pp. 
9 3 -9b; B ould ing, Economics as a S c ie n c e , pp. 1-22; Kenneth B. 
B ould ing, "General System Theory--The S k e le to n  o f S c ien ce ,"  in  
Modern System s Research for  the B ehaviora l S c i e n t i s t , ed . by 
B uckley, pp. 3 -11; and T a lco tt  P arsons, S o c io lo q ic a 1 Theory and 
Modern S o c ie ty  (New York: Free P r e ss , 19b7), ch . 15.
*Rex C ruse, review  o f  A ccounting. E valu ation  and E co­
nomic B ehavior, by Raymond J . Chambers, in  The Accounting Review. 
XLII (January, 1907), 207 . A lso , se e  David C. M cClelland,
S tu d ie s  in  M otivation  (New York: A p p leton -C en tu ry-C rofts, I n c . ,
1955), and David C. M cClelland, The A ch iev in g  S o c ie ty  (P r in ceto n , 
N. J . : D. Van Nostrand C o ., 1901), fo r  an a n a ly s is  o f how an
a g g r e ss iv e  m o tiv a tio n a l complex among men and s o c i e t i e s  attem pts 
to  circum vent, ra th er  than submit to ,  an adverse environm ent.
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vagar ies o f tha a a r k e t.*  Tha corporata o r g a n isa tio n  t r ia s  to  
s i a p l i f y  and s t a b i l ix a  i t s  en v iro n a en t. Thus, tha s ig n if ic a n c a  
o f tha h o a e o s ta t ic  concapt eaerges in  i t s  a u tu a lity  o f  adapta­
t io n . Thara i s  always a wutual ad ap ta tion  in  tha organ isa  as 
w a ll as in  the en v iron aen t in  tha attaw pt o f aach to  s u i t  tha 
other
G a lb r a ith , Tha New In d u str ia l S ta te ,  pp. 37-42 .
^Simon. Tha Shape of A utoaation  for  Man and Managaaant. 
pp. 40-43 .
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V I. DECISION-MAKING IN THB POST-INDUSTRIAL CORPORATION
A. The E x tern a l Environaent
Three p a r t ic u la r ly  v i s i b l e  elem en ts o f  the p o s t - in d u s tr ia l  
s o c ie ty  promise to  g iv e  a new shape to  the e x te r n a l environaent 
o f the co rp o ra tio n . They are: the ex p o n en tia l growth o f s c ie n c e ,
the growth of in t e l l e c t u a l  tech n ology , and the growth o f research  
and developm ent a c t i v i t i e s .  I t  i s  contended th at sc ien ce -b a sed  
technology and i t s  concom itant s o c ia l  consequences have changed 
the shape and tex tu re  o f  the o r g a n iza tio n a l environm ent, e s p e c ia l ­
ly  in  the fo llo w in g  th ree  a r e a s .*
The Rate o f Change i s  A c ce ler a tin g  At an In creasin g  R a te .- -  
As an e s s e n t ia l ly  s ta b le  economy transform s i t s e l f  in to  one o f  
v io le n t  te c h n o lo g ic a l f lu x ,  rapid o b so le sc e n c e , and grea t uncer­
ta in ty , t r i a l  and error  must g ive  way to  an organized search  for  
o p p o r tu n itie s  to  make a major s h i f t  in  the means o f a c h iev in g  
o r g a n iza tio n a l o b je c t iv e s .
The Boundary P o s i t i o n  o f  the  Firm Is  C h an gin g .--T h e r e ­
l a t i o n s h i p s  between the manager and the f o l lo w in g  e i g h t  a rea s  o f  
r e le v a n t  s o c i a l  a c t i v i t y  have become more a c t i v e  and com p lica ted :  
government, d i s t r i b u t o r s  and consumers, sh a r e h o ld e r s ,  c o m p e t i to r s ,
^Warren G. B ennis, "O rgan izational Developments and the  
Fate o f Bureaucracy," In d u str ia l Management Review. VII (Sp rin g, 
1900), 4 l -5 o .  Much o f  what fo llo w s  i s  adapted from t h i s  and 
other w r it in g s  o f B en n is. Many o f  the r e fer e n c es  c it e d  here 
were f i r s t  found in  h is  work and then traced  to th e ir  o r ig in a l  
sources fo r  fu rth er  e la b o r a t io n .
^Drucker, "Long Range P lan n in g ,"  p . 112.
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raw m a ter ia l and power s u p p lie r s , sources o f upper le v e l  manage­
ment em ployees, trade un ion s, and groups w ith in  the corporate  
o r g a n iz a t io n .1
The Causal Texture o f the Environment Has Become Turbu­
le n t .  --The f i e l d  of fo r c e s  surrounding the corporate stru c tu re  
c o n s t i tu te s  a tu rb u len t environment which co n ta in s  the fo llo w in g  
c h a r a c t e r i s t ic s :
1. The environm ent i s  a f i e l d  o f fo r c e s  which co n ta in s  
the cau sa l mechanisms and p resen ts  an im portant ch o ice  fo r  the 
corporate  o r g a n iza tio n .
2. The f i e l d  i s  dynamic w ith  in c re a sin g  in terd ep en d en cies  
among and between the e ig h t  s o c ia l  in s t i t u t io n s  s p e c i f ie d  above.
3 . There i s  a deepening interdependence between the e c o ­
nomic and other f a c t s  o f s o c ie t y ,  which means th a t economic o r ­
g a n iz a tio n s  are in c r e a s in g ly  enmeshed in  l e g i s la t io n  and p u b lic  
r e g u la t io n .
4 . There i s  a growing r e lia n c e  on research  and d e v e lo p ­
ment to  ach ieve  an advantage and a concom itant change g ra d ien t  
which i s  con tin u ou sly  f e l t  in  the environment f i e l d .
5 . Maximizing coop eration  rather than com p etition  between  
o r g a n iza tio n s appears d e s ir a b le  because th e ir  f a t e s  may become 
b a s ic a l ly  p o s i t iv e ly  c o r r e la te d .2
*A. T. M. W ilson, "The Manager and H is World," In d u str ia l  
Management Review, IV ( P a l l ,  1 9 o l) , 3o.
2T h is i s  a summary o f an environm ental theme developed in  
P. B. Emery and B. L. T r ia t , "The Causal Texture of O rgan iza tion a l 
Environm ents," (paper read a t  the In te r n a tio n a l Congress o f  Psy­
ch o logy , W ashington, D. C ., September, 19t>3). See B ennis,
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The p o s t - in d u s tr ia l  e x te rn a l snviroraaent i s  in c r e a s in g ly  
d if f e r e n t ia t e d ,  in terd ep en d en t, and more s a l ie n t  to  the corpora­
t io n . Three main fe a tu r e s  o f t h i s  environment are: in terd ep en ­
dence rath er than com p etition , tu rb u len t rath er than stead y  
com p etition , and large rath er than sm all corporate o r g a n iza tio n s . 
Shaped by the growth o f  s c ie n c e  and tech n ology , the tex tu re  of 
th is  environment holds a cau sa l mechanism so  r a p id ly  changing  
and un p red ictab le  th a t i t  p resen ts  an enormous ch a llen g e  for  
those who manage the corporate o r g a n iz a tio n s .*
B. The Inform ation and D e c is io n  System , and the Learning P rocess  
The c e n tr a l ta sk  o f the p o s t - in d u s tr ia l  s o c ie ty  i s  the 
management o f g ia n t corporate o rg a n iza tio n s where ten s o f  thou­
sands o f p eo p le , each doing h is  work according to  h is  knowledge, 
produce a common ta n g ib le  perform ance. What must they and others  
around them know to  be ab le  to  d ir e c t  th e ir  e f f o r t s  toward the 
common end? What d e c is io n s  have to  be taken, when, and where? 
And how are they to  be conveyed to  a l l  the people who have to  
a c t  to  make th ese  d e c is io n s  e f f e c t iv e ?  A corporate org a n iza tio n  
i s  an in form ation  and d e c is io n  system  where in form ation , id e a s ,
“O rgan iza tion a l Developments and the Pate o f  Bureaucracy," p . 50. 
On the same theme, w ith  p a r tic u la r  re feren ce  to  the importance o f  
research  and developm ent in  the corp ora tion , see  a ls o  Drucker,
The Age o f  D isc o n t in u ity , pp. 48-57; and Andrew S h o n fie ld , “Think­
in g  About the Future,"  Encounter. February, 1969, pp. 2 4 -25 .
^Bennis, “O rgan iza tion a l Development and the Fate o f  
Bureaucracy," pp. 50 -54 .
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and a c t io n s  f lo w  fron  and to  the p eop le , w ith in  and w ith o u t .*
The p o s t - in d u s t r ia l  corp oration  i s  an o rg a n isa t io n  of  
the te c h n o str u c tu r e -- th e  p r o f e s s io n a ls  o f  h ig h ly  s p e c ia l iz e d  
knowledge e x e r c i s in g  autonomous and resp o n s ib le  judgment who 
need inform ation .^  The amount, d i v e r s i t y ,  and ambiguity o f  the  
inform ation b ea tin g  in  on the corporate decis ion-m aker, however, 
i s  so  overwhelming th a t  one way to  summarize what i s  new and d i f -
3
f e r e n t  in  the decis ion -m aking  p ro cess  i s  in  terms o f  in form ation .
Peter  F. Drucker, Landmarks o f  Tomorrow, pp. 91-92 . This  
im p lies  the importance and i n e v i t a b i l i t y  o f  an in te rn a l  o rgan iza ­
t io n a l  s tru c tu re  th at would assure  e f f i c i e n t  coord in ation  o f the 
f low  o f  inform ation and products , and permit the r a t io n a l  a l l o c a ­
t io n  o f the f i n a n c i a l ,  human, and te c h n o lo g ic a l  resou rces  o f the  
f irm . Indeed, America's b u sin ess  s u p e r io r i ty  l i e s  in  the ca p ac ity  
of i t s  corp orations to  cre a te  and develop  e f f i c i e n t  in te r n a l  o r ­
g a n iz a t io n s ,  and not in  the resou rces  o f  these  co rp o ra tio n s , how­
ever immense they may be. See Chandler, "The Role o f  Business in  
the United S ta t e s ,"  pp. 32-33; and C rozier , "A New R ationa le  for  
American B u sin ess ,"  pp. 147-148.
^Bennis comments th a t  today the su rv iv a l  o f  the firm  d e ­
pends, more than ever b e fo re ,  on the proper e x p lo i t a t io n  o f  brain  
power. See B ennis, "O rganizational Developments and the Fate of 
Bureaucracy," p. 51. In t h i s  r e s p e c t ,  i t  should be noted th at  
Henry Ford r e s i s t e d  the brain  power o f  p r o fe s s io n a l  management by 
shunning employees w ith s p e c ia l i z e d  te c h n ic a l  knowledge, and near­
ly  ruined h is  company. Ford provides an in t e r e s t in g  case study  
in  the corporate power s h i f t  from an a u to c r a t ic  b u sin ess  magnate 
to  the tech n o stru c tu re . See John Kenneth G alb ra ith , The L iberal  
Hour (New York: New American Library, 1904), pp. 117-137; and
P eter  F. Drucker, The P ra c t ic e  o f  Management (New York: Harper
& Row, P u b lish er s ,  1954), pp. 111-120.
^Drucker, "Long Range P la n n in g ,"  p . 112. Simon s im i l a r l y  
n o te s  th a t  we are  now in  the e a r ly  s t a g e s  o f  a t e c h n o lo g ic a l  r e v o ­
l u t i o n  in  the d e c is io n -m a k in g  p r o c e s s .  See Simon, The Shape o f  
Automation f o r  Men and Management, p . 40 . A ls o ,  su p p o rtin g  t h i s  
v iew , Bedford en d o rses  a s ta te m e n t  o f  a s c i e n t i s t  a t  Arthur D. 
L i t t l e  Company th a t  in  the  s e v e n t i e s ,  one o f  the th ree  major prob­
lems f a c in g  b u s in e s s  and s o c i e t y  w i l l  be a s u r f e i t  o f  in fo rm a tio n  
th a t  may e n g u l f  us  a l l  b e fo r e  we can do an y th in g  about th e  other  
two p r o b le m s - -p o l lu t io n  and a la ck  o f  en ergy  r e s o u r c e s .  See  
Norton M. B edford , " In fo rm a tio n , B u s in e ss  and S o c ie t y ,"  p . 7.
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The dilemma here i s  th a t  a decision-m aker has only  a c e r ta in  span 
o f a t t e n t io n ,  and cannot hold more than a c e r ta in  number o f  a l ­
te r n a t iv e s  and r e la te d  inform ation in  h i s  mind.*1
An adequate dec is ion -m aking  system  must inc lude  w ith in  i t  
a learn ing  process  by which the image o f  the environment p osse ssed  
by the decision-m aker i s  capable o f  change. Bach in d iv id u a l  d e ­
cision-m aker has an image of the environment which in c lu d es  an 
image of space , o f  tim e, o f the p ast  and fu tu r e ,  o f h i s  r o le  in  
th at environment, o f th in g s  th at are expected o f  him, the th in gs  
he ex p ects  o f  o th e r s ,  h is  o b l ig a t io n s ,  h is  r ig h t s ,  and so  on.
This image la r g e ly  determ ines h is  behavior . I f  the decision-m aker  
f in d s  h im self  in  s i t u a t io n s  where h i s  behavior does not r e in fo r c e  
h is  image, then e i th e r  h is  image must change or he w i l l  f in d  him­
s e l f  in  a new s i t u a t io n .^
^im on terms t h i s  the "bounded r a t io n a l i t y "  o f man as a 
decis ion -m aker. Man i s  l im ited  by h is  unconscious s k i l l s ,  h a b it s ,  
and r e f l e x e s ;  by h i s  va lues and conception  o f  purpose, which may 
diverge  from the o r g a n iz a t io n 's  g o a ls ;  and by the e x te n t  o f  h is  
knowledge and inform ation . Because o f  "bounded r a t io n a l i t y ,"  the 
decision-m aking should be c e n tr a l iz e d  in  the hands o f  exp erts  
who are more l i k e l y  to  make d e c is io n s  that are r a t io n a l  from the 
poin t  o f view o f  the t o t a l  system . According to  Simon, the b a s ic  
ta sk  o f  a d m in is tra t io n  i s  to  provide each o p era tiv e  employee with  
an environment o f  d e c is io n s  o f such a kind th at behavior which i s  
r a t io n a l  from the stan dp oin t o f t h i s  environment i s  a l s o  r a t io n a l  
from the standpoin t o f  group values and the group s i t u a t io n .  See  
Herbert A. Simon, A d m in istra tive  Behavior? A Study o f  D e c is io n - 
Making P rocesses  in  A d m in istra tive  O rganization  (2nd e d . ; New York: 
Macmillan Company, 1959), pp. 135-140, 240-243 . A lso ,  see  Dahl 
and Lindblom, P o l i t i c s .  Economics, and W elfare, pp. 57-04.
2Kenneth B. Boulding, "The R e la t io n s  o f  Economic, P o l i t i ­
c a l  and S o c ia l  System s,"  S o c ia l  and Bconomic S tu d ie s  XI (December, 
1902), 359-300. Because our image gu id es our behavior , Boulding  
w r ite s  e lsew h ere , we learn  new th in g s ,  not from su c c e s s e s ,  but  
from f a i l u r e s .  For su c c e s s ,  th a t  i s ,  the f u l f i l l m e n t  of e x p e c ta ­
t io n s ,  only  confirm s us in  our image of the world as we a lready
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The learn ing  process must occupy an important p lace  in  
any inform ation and d e c is io n  system . Perhaps the most s i g n i f i ­
cant occurrence in  the e n t ir e  h is to r y  o f  mankind i s  the fo r m a l i ­
z a t io n  and sy s te m a t iz a t io n  o f  the learn in g  process  in  s c ie n c e ,  
for  t h i s  has r e s u l t e d  in  an enormous a c c e le r a t io n  o f  change in  
the human image. 1
C. Accounting as an Inform ation Feedback 
A d e c is io n -o r ie n te d  inform ation system a s s i s t s  the  d e ­
cision-m aker in  f in d in g  the b est  out of various f e a s i b l e  a l t e r n a ­
t i v e s  by id e n t i f y in g  some q u an tity  which can serve  as a measure o f
have i t ,  and though t h i s  may be important, i t  does not lead to  
any change in  our image o f  the world, which i s  e s s e n t i a l  to  lea r n ­
in g .  I t  i s  the f a i lu r e  o f  our e x p e c ta t io n s  t o  be f u l f i l l e d  which 
may fo r c e  us in t o  some kind o f  r eo rg a n iza t io n  o f  our image o f the 
world. See Kenneth B. Boulding, "The C r i s i s  o f  the U n iv e r s ity ,"  
The Colorado Q uarterly . XIX (Autumn, 1970), 125.
^Kenneth B. Boulding, "Toward the Development o f a C ultur­
a l  Bconomics," S o c ia l  S c ien ce  Q uarter ly . LIII (September, 1972),
273-279; and Boulding, "The R e la t io n s  o f  Bconomic, P o l i t i c a l  and 
S o c ia l  System s,"  pp. 359-390. Both Churchman and Boulding w r ite  
th a t  accounting  as an inform ation sc ien ce  lack s  such a learn ing  
p r o c e ss .  The ty p ic a l  income statem ent h ides alm ost a l l  the r e l e ­
vant inform ation th at should be c o l l e c t e d  i f  one i s  t o  learn  from 
an o r g a n is a t io n 's  p a s t .  The r e a l  le s so n s  to  be learned are the  
le s so n s  o f  the l o s t  o p p o r tu n it ie s ,  the p o s s i b i l i t i e s  th a t  were 
never a c tu a l iz e d  because the resou rces  were used e lsew h ere . How­
e v e r ,  the accountant i s  p r im arily  in te r e s te d  in  the e n te r p r is e  as 
i t  i s  now and as i t  has been in  the p a s t .  He asks h im se lf  simply  
how p r o f i t a b le  the e n te r p r ise  i s  rather  than how p r o f i t a b le  i t  
might have been i f  i t  had done something d i f f e r e n t .  These lo a t  
o p p o r tu n it ie s  are the c a ses  th a t  should be watched, but they  are  
p r a c t i c a l l y  never d escr ib ed  in  the accounting  s ta te m en ts .  I t  i s  
in  t h i s  area th a t  the management s c ie n c e s  have presented  a 
ch a llen g e  to  accou n tin g . See C. West Churchman, The System Ap­
proach. D e lta  Books (New York: D e l l  P ub lish in g  Company, 1968),
p . 38; C. West Churchman, "The Management S c ie n c e s ,"  Working Paper 
No. 1, Management S c ien ce  Nucleus o f the U n iv e r s ity  o f  C a li fo r n ia  
a t  B erkeley , 1959. (Mimeographed); and Boulding, "Bconomics and 
Accounting," p . 285.
d e s i r a b i l i t y ,  and than d isc o v e r in g  what combination o f  other  
v a r ia b le s  under h i s  c o n tr o l  w i l l  lead to  the most advantageous  
s i t u a t i o n .*  Accounting, as an inform ation-feedback in  such a 
system , serv es  a fu n c t io n  which i s  not o therw ise  f u l f i l l e d .
In the larger  b u s in ess  e n te r p r is e s ,  due to  the organisa  
t io n a l  and s p a t ia l  d is ta n c e  and the com plexity  o f  in te r n a l  r e la  
t io n sh ip s  and e f f e c t s ,  u t i l i t y  of the o b serv a t io n a l  feedback i s
y
l o s t .  In modern b u s in ess  a f f a i r s ,
the th in g s  done are so numerous th a t  only a sm all pro­
p o r t io n  o f  them comes under the n o t ic e  o f managers, 
and the exp er ien ce  o f  only  th a t proportion  i s  known to  
them. And none of them i s  known to  in v e s to r s  and other  
o u t s id e r s .  The e f f e c t s  o f  those  and a l l  other th in gs  
must be brought togeth er  in  some way which rep resen ts  
the whole exp er ien ce  o f  the f irm . . . . C er ta in ly  
what the firm  might do in  the fu tu re  i s  o f consequence. 
. . . But the d isco v e ry  of what has occurred and o f  
the r e s u l t in g  p resen t  p o s i t io n  provides the major f a c ­
tu a l  prem ises, o f  a f in a n c ia l  kind, for sp e c u la t io n  
about the  fu tu r e .  . . .  We hold t h i s  p rocess  o f  d i s ­
covery to  be the prime fu n c t io n  o f  accou nting . I f  i t  i  
net done as w e l l  as p o s s ib le ,  judgments about p a s t  and 
fu tu re  lack th at con ta ct  w ith  the f a c tu a l  presen t  
which a lone  provides a trustw orthy foundation  for  
ch o ice  and a c t i o n .3
D ecision-m aking, however, i s  an immediate and p resen t
^Boulding, Bconomics as a_ S c ie n c e ,  pp. 05 -0 7 .
^R. J .  Chambers, "The Foundations of F in a n c ia l  Account­
in g ,"  in  Berkeley  Symposium on the Foundations o f  F in an c ia l  
Accounting (B erkeley: Sch oo ls  of Business A d m in istra tion , Uni­
v e r s i t y  o f  C a l i fo r n ia ,  1907), p . 41. S im i la r ly ,  near ly  four  
hundred years ago in  V enice, the merchant was ad v ised  on the 
v ir tu e s  o f accounting and asked not to  r e ly  upon h i s  memory in  
h is  b u sin ess  d e a l in g s  u n le s s  he was l ik e  King Cyrus, who knew 
each one o f  h i s  numerous s o ld ie r s  by name. See B. S . Yamee, 
" S c i e n t i f i c  Book Keeping and the R ise  o f  C a p ita lism ,"  The Eco­
nomic H istory  Review. I (1 9 4 9 ) ,  103.
3Chambers, "The Commercial Foundations of Accounting  
Theory," p . 03.
136
p rocess  where a v a r ie ty  o f  t in e  apans are synchronised . Not only  
the p ast  and present s t a t e s  o f  the o r g a n isa t io n ,  but a l s o  th e ir  
f u t u r i t y  as w e ll  are r e le v a n t  inputs in  the decis ion-m aking  
p r o c e s s .1 In r e la t io n  to  the f u t u r i t y ,  the decision-m aker i s  
d e c id in g  about two d i f f e r e n t  a sp ec ts  o f a l t e r n a t iv e  images o f  the  
fu t u r e —the iaages o f  the a l t e r n a t iv e s  them selves, on the one hand, 
and the e v a lu a t io n s  o f  those a l t e r n a t iv e s ,  on the o th er .
I f  an inform ation system i s  to  be r e le v a n t ,  e i th e r  in  the  
a c tu a l  process of decision-m aking i t s e l f  or in  the c r e a t io n  o f  
more r e a l i s t i c  and complex images o f  the fu tu r e ,  i t  must inc lude  
a lea rn in g  p r o c ess .  In i t s  s im p le st  fo r a ,  learn ing  i s  a process  
by which inputs o f inform ation about the p ast  lead to  images o f  
the fu tu re  in  the p r e se n t .  However, the s p e c i f i c  inform ation  
which would enable a decision-m aker to  optim ize the o r g a n iza t io n a l  
o b je c t iv e s  i s  not g e n e r a l ly  a v a i la b le  to  him. T h is i s  p a r t i c u la r ­
ly  true o f economic d e c is io n s  which are always made in  the hope 
o f  the fu tu r e ,  whereas the needed inform ation i s  always der ived  
from the p a s t .^
D. D e c is io n -o r ie n te d  Accounting Information
Accounting as a part o f  the d e c is io n -o r ie n te d  inform ation  
system, should record the r e lev a n t  inform ation about the reso u rce-  
u t i l i z a t i o n ,  inc lu d ing  the l o s t  o p p o r tu n it ie s ,  and should ev a lu a te
t r u c k e r ,  "Long Range Planning,"  p. 110.
^Boulding, Bconomics as  a S c ie n c e ,  p. 61. A lso , see  
Boulding, "Bconomics and Accounting," p. 284.
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these  b i t s  o f inform ation only in  terms of th e ir  meaning to  the  
user .^  Thus, the theme o f  much o f  the accounting research  con­
ducted during the s i x t i e s  was i t s  emphasis on the r e la t io n s h ip  
of  accounting inform ation to  the u s e r ' s  needs.'3
Moreover, the Committee of the American Accounting A sso ­
c ia t io n  to  Prepare a Statem ent o f  B asic  Accounting Theory d e f in ed  
accounting as "the process of id e n t i f y in g ,  measuring, and com­
municating economic inform ation to  permit informed judgments and
q
d e c is io n s  by users o f the inform ation ."  I t  further  s ta te d  that  
inform ation systems are designed to  serve the managers and others  
in  carrying out the o r g a n iza t io n a l  o b je c t iv e s  o f e n t i t i e s  in  
which p r o f i t a b i l i t y  i s  not the s o le  or even an important o b je c t iv e ,  
as w e l l ,  o f  course , as of b u s in ess  e n t i t i e s .  Economic c o n s id er a ­
t io n s ,  broadly conceived , are o f  v i t a l  importance in  planning  
a c t io n  and c o n tr o l l in g  operation s to ach ieve  the planned o b je c t iv e s  
fo r  a l l  e n t i t i e s .  The d e f i n i t i o n  e v a lu a te s  accounting pr im arily  
in  i t s  re levan ce  to  d ec is ion -m aking . The u lt im a te  c r i t e r io n  i s  
whether accounting as a language permits the su b sta n tiv e
*This im plies  th a t  the r o le  of the accountant i s  viewed 
here both as an inform ation c o l l e c t o r  and as an a id  to  the 
decis ion -m aker. I t  i s  in  t h i s  p e r sp e c t iv e  th at the p o t e n t i a l i t i e s  
rather than the a c t u a l i t i e s  are most s i g n i f i c a n t  in  the making o f  
d e c is io n s .  See C. West Churchman, "The P a s t ' s  Future," in  
Foundations of Accounting Theory, ed . by S ton e, pp. 145-148.
^Charles T. Horngren, "The Accounting D is c ip l in e  in  1999," 
The Accounting Review. XL VI (January, 1971), 5.
3American Accounting A s so c ia t io n ,  A Statement o f B asic  
Accounting Theory. p. 1.
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p r o p o s it io n  th at w i l l  f a c i l i t a t e  d ec is ion -m ak in g .*
I m p lic i t  in  the above d e f i n i t io n  i s  one o f  the overr id in g  
g o a ls  of accounting: the e s ta b lish m en t of a communication pro-
y
c e s s .  Accounting may be viewed as a system o f  the communication 
p r o c ess .  Such a p rocess  in v o lv es  a determ ination  of what informa­
t io n  regarding a firm  should be gathered and how i t  should be 
in te r p r e te d ,  as w e l l  as the s e l e c t io n  of the b e s t  method of com­
m unication. Furthermore, the communication process  should be 
eva lu ated  by observing the types o f inform ation needed by the 
users  of accounting rep o rts  and by determ ining the a b i l i t y  of  
such users  to  in te r p r e t  the inform ation p rop er ly .
Some w r ite r s  have viewed the accounting fu n ct io n  p r in c i -
A
p a l ly  as the measurement and communication o f  economic data .
*I b id . , pp. 1-2 . In t h i s  d e f i n i t i o n ,  r e feren ce  to  the  
economic inform ation , though in e v i t a b le ,  may be construed as r e ­
s t r i c t i v e .  A lso , i t  does not adequately  d e l in e a te  boundaries of  
accounting in  the sense th at v i r t u a l l y  a l l  the d i s c i p l i n e s  can be 
viewed as provid ing  a body of knowledge to  a c t  as a b a s is  for  i n ­
formed judgment by man. See Report o f  the Committee on Accounting  
Theory C onstruction  and V e r i f i c a t io n .  Thomas W. W illiam s, c h a ir ­
man, The Accounting Review. Supplement, XLVI (1 9 7 1 ) ,  62.
Bldon S . Hendriksen, Accounting Theory (r e v .  e d . ;  Home­
wood, 111 .:  Richard D. Irwin, I n c . ,  1970), p . 11.
^Norton M. Bedford and Vahe Baladouni, "A Communication 
Theory Approach to A ccounting."The Accounting Review. XXXVII 
(October, 1962), 650-659 . A lso , see  Hendriksen, Accounting Theory. 
pp. 10-11. S im i la r ly ,  Ross concludes th at no s a t i s f a c t o r y  progress  
can be expected  in  corporate rep ortin g  u n less  i t  i s  c le a r ly  under­
stood  by accountants that in  the rep ortin g  p r o c e s s e s ,  accounting  
i s  e s s e n t i a l l y  a means of communication. See Howard Ross, The 
E lu s iv e  Art o f  A ccounting: A Brash Commentary on F in a n c ia l  S t a t e ­
ments (New York: Ronald P ress  Company, 1966), pp. 72-75 .
4For example, see  Herman W. B e v is ,  "The Accounting Func­
t io n  in  Economic P rogress,"  The Journal o f  Accountancy. CVI 
(August, 1958), 28; and Thomas R. P r in ce , E xtension  o f  the
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This M ans that accounting may dea l only w ith the area of i n f o r ­
mation which can be q u a n t i t a t iv e ly  measured. However, c o n s id er ­
in g  the r e a l i t i e s  o f  the p o s t - in d u s t r ia l  w or ld --" th a t  our world  
has become so  complex, so  b ig ,  so  in t e r r e la t e d  and ye t  so  
s p e c ia l i z e d " * - -where the need for  varied kinds and l e v e l s  of  
inform ation i s  so  important, i t  i s  im perative to  expand the a c ­
counting fu n ct io n  o f  measurement and communication. T his im p lie s  
that the technology underly ing  the accounting p r o fe s s io n  w i l l  a l s o  
have to  be expanded to  d ea l  w ith  the in c re a s in g  inform ation n e e d s .2
Boundaries o f Accounting Theory (C in c in n ati:  South-Western
P u b lish in g  C o ., 1903), pp. 4 -0 .
^Bedford, The Future of Accounting in  a_ Changing S o c ie ty .
p. 28.
2 I b id . . ch. 2 .  S im i la r ly ,  Anthony su g g es ts  that accoun­
tan ts  w i l l  be forced  to  p r e c ip i t a t e  and recogn ize  the changes in  
th e ir  p r o fe s s io n .  See Robert N. Anthony, "Management Accounting  
for  the Future," S loan  Management Review. XIII (Spring , 1972), 
30-31.
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V II. A PROFILE OF THE SOCIAL SYSTEM
Sone w r ite r s  a s s e r t  th a t  the concrete  a c t s  o f  human 
behavior provide the s t a r t in g  p o in t  fo r  a l l  s o c i a l  s c ie n c e s .^
The in t e r a c t io n a l  process o f  human behavior provides a focu s  o f  
the s o c i a l  p e r sp e c t iv e ,  from which emerges the rudiments of the 
s o c i a l  system . An attem pt i s  made in  t h i s  chapter to  b r i e f l y  
narrate the fo u r - fu n c t io n  Parsonian paradigm o f  the s o c ie t y  and
how i t  lends i t s e l f  to  the development of the corresponding four
2subsystems o f  the s o c i e t y .  One of th ese  subsystems i s  economy 
which, a long w ith  i t s  fu n c t io n s  and i n s t i t u t i o n s ,  i s  d is c u sse d  
a t  length  in  the fo l lo w in g  two ch ap ters .
A. The Systems ConceDt: The H o l i s t i c  View
From the General Systems v iew point, a system may be d e ­
f in e d  as "a s e t  o f components in te r a c t in g  w ith  each other and a
*See Samuel Z. K lausner, "Links and M issing Links Between 
the S c ie n c e s  o f  Man," in  The Study of T ota l S o c i e t i e s . ed . by 
Samuel Z. Klausner (New York: F rederick  A. Praeger, I n c . ,  Pub­
l i s h e r s ,  19C7), pp. 9 -12 .
2The scheme and d e s c r ip t io n  of the fu n c t io n a l  a n a ly s is  of  
the s o c i e t y  in  t h i s  chapter and, based upon i t ,  the fu n c t io n a l  
subsystems o f  the s o c ie t y  d is c u sse d  in  the next two ch ap ters , have 
been s u b s t a n t ia l ly  adapted from the works o f  T a lc o t t  Parsons. 
Parsons was the f i r s t  and foremost among the American s o c i o l o g i s t s  
to  analyze the s o c ie t y  in  a sy s tem ic  way, and to  provide the most 
comprehensive t h e o r e t ic a l  foundations in  s o c i a l  research  for  the  
modern system s t h e o r i s t s .  H is l ifew ork  in  t h i s  area has r e su lte d  
in  an enormous amount o f  w r i t in g ,  too  much to  be cata logued  and 
re fer r ed  to  for the l im ite d  purposes o f t h i s  stu dy . N on eth e less ,  
a general note of acknowledgement i s  made here . S p e c i f i c  f o o t ­
n o te s  in  each in stan ce  show which p a r t ic u la r  w ork --h is  own or of  
those  w ith  whom he c o l la b o r a te d - -h a s  been used as the source  
ma t e r i a l .
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boundary which p o s s e s s e s  the p ro p er ty  o f  f i l t e r i n g  b oth  the kind  
and r a te  o f  f lo w  o f  in p u ts  and o u tp u ts  t o  and fr o n  the system ." *  
F u n c t io n a l ly ,  in  s h o r t ,  a system  p r o c e s s e s  in p u ts  and e x p e ls  
p ro d u cts  which are n o t ic e a b ly  d i f f e r e n t  from in p u ts .
W ithin  the h ie r a r c h y  o f  an o r g a n iz a t io n ,  t h i s  co n cep t  o f  
a system  can be a p p lie d  to  a l l  l e v e l s .  The con cep t can be a p p l ie d  
to  c e l l s  w i th in  a t i s s u e ,  organs w ith in  an organism , companies  
w it h in  an in d u s tr y ,  and n a t io n s  w i th in  an a l l i a n c e .  Each o f the  
l e v e l s  o f  o r g a n iz a t io n  can be c o n c e iv e d  as a system  composed o f  
subsystem s in  which r e l a t i o n s  between the subsystem  components 
r e s u l t  in  c e r t a in  o u tpu ts  th a t  c o n tr ib u te  t o  the  la rg er  system .'2 
Moreover, as a co n c e p t ,  a system  r e f e r s  both to  a complex o f  
in te r d e p e n d e n c ie s  between the p a r t s ,  components, and p r o c e s s e s  
which in v o lv e  d i s c e r n i b l e  r e g u l a r i t i e s  o f  r e l a t i o n s h i p ,  as  w e l l  
a s  to  a s im i la r  type o f  in terdepend en cy  between such a complex
q
and i t s  surrounding environm ent.
S in ce  the system  con cep t d e a l s  w ith  the w h o le ,  which f u n c ­
t io n s  as  a whole by v ir t u e  o f  the  in terdepend en ce  o f  i t s  p a r t s ,
*F. Kenneth B e r r ie n ,  Genera 1 and S o c i a 1 System s (New 
Brunswick, N. J . :  R utgers  U n iv e r s i t y  P r e s s ,  19b8), pp. 14-15 .
In t h i s  d e f i n i t i o n ,  B er r ien  th in k s  o f  a component as a u n i t  of  
the system  t h a t ,  in  com bination  w ith  o ther u n i t s ,  f u n c t io n s  to  
combine, s e p a r a te ,  or compare the in p u ts  t o  produce o u tp u ts .
The boundary o f  a system  se p a r a te s  the system  from another as i t  
f i l t e r s  in p u ts  and o u tp u ts .  And i f  in p u ts  can be seen  as  e n e r ­
g i e s  absorbed by the system , then output e n e r g ie s  are  th ose  which  
are e x p e l l e d  by the system  as a consequence o f  i t s  o p e r a t io n s  and 
are d i f f e r e n t  in  some s i g n i f i c a n t  way from in p u ts .  I b i d . . p .  32 .
2 I b i d . .  p . 15.
^ T a lco tt  P a rso n s , "Systems A n a ly s i s !  S o c ia l  S ystem s,"  
I n t e r n a t io n a l  E ncyclopedia  o f  th e  S o c i a l  S c i e n c e s .  XV, 458.
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i t  p r o v id e s  a h ig h ly  u s e f u l  a n a l y t i c a l  t o o l  around which a l l  the  
s o p h i s t i c a t e d  theory  in  the c o n c e p tu a l ly  g e n e r a l i z in g  d i s c i p l i n e s  
can be o r g a n iz e d .  Any r e g u la r i t y  o f  r e l a t i o n s h i p  can be a d eq u a te ­
ly  understood  i f  the  whole complex o f  m u lt ip le  in te r d e p e n d e n c ie s  
o f  which i t  forms a p art  i s  taken i n t o  a cco u n t.^
Many e m p ir ic a l  phenomena p r e se n t  th em se lv es  in  no other  
way but as a w h ole . The concept o f  the organism in  b io lo g y ,  o f  
the in d iv id u a l  in  p sy c h o lo g y ,  the co n cep ts  o f  i n s t i t u t i o n  and 
s o c i a l  c l a s s  in  s o c io lo g y ,  the concept o f  a n a t io n  in  contemporary  
p o l i t i c a l  s c i e n c e ,  of c u l tu r e  in  a n th r o p o lo g y - -a 11 o f  th e s e  p r e se n t  
th e m se lv e s  as w holes and we p e r c e iv e  them as su ch . We r e c o g n iz e  
an in d iv id u a l  or a n a t io n ,  and we assume th a t  in  n e a r ly  a l l  c i r ­
cum stances each  o f  them a c t s  as a w hole .^
We must approach th e se  and l ik e  phenomena in  t h e ir
1I b id .  B r i e f l y ,  t h i s  i s  the s c i e n t i f i c  w o r ld -v iew  o f  the  
modern system s th eo ry  which has r e p la c e d  the concern  fo r  in h e r e n t  
s u b s ta n c e ,  q u a l i t i e s ,  and p r o p e r t ie s  w ith  a c e n t r a l  fo c u s  on the  
p r i n c i p l e s  o f  o r g a n iz a t io n  per se  r e g a r d le s s  o f  what i s  b e in g  o r ­
g a n iz e d .  A happy b y-produ ct o f  th e  l a s t  war e f f o r t ,  the modern 
sy stem s approach draws i t s  b a s ic  c o n cep ts  from p h y s ic a l  a s  w e l l  
as b i o l o g i c a l  s c i e n c e s ,  and aims to  r e p la c e  the o ld er  a n a l y t i c  
L a p la c ia n  tech n iq u e w ith  a more h o l i s t i c  o r i e n t a t io n  to  the prob­
lems o f  complex o r g a n iz a t io n .  See W alter B u ck ley , S o c io lo g y  and 
Modern System s Theory, P ren tice-H a  11 S o c io lo g y  S e r i e s  (Englewood 
C l i f f s ,  N. J . :  P ren tice-H a 11, I n c . ,  19 0 7 ) ,  pp. 3 0 -4 0 .  A ls o ,  in
the modern system s th e o r y ,  Boulding s e e s  the development o f  a 
g e n e r a l  fram ew ork--r,the g e n e r a l iz e d  e a r s " — so th a t  s p e c i a l i s t s  
from v a r io u s  f i e l d s  can communicate w ith  each other m e a n in g fu l ly .  
See Kenneth B. B ou ld ing , "General System Theory--The S k e le to n  o f  
S c ie n c e ,"  in  Modern System s R esearch fo r  the B eh av iora1 S c i e n t i s t .  
e d .  by Buckley, pp. 3 -1 0 .  Both o f  B u c k le y 's  above works have been  
in v a lu a b le  in  d e v e lo p in g  t h i s  ch a p ter ,  and many o f  the r e f e r e n c e s  
th a t  f o l l o w  were i n i t i a l l y  found th ere  and la t e r  tra ced  to  t h e ir  
o r i g i n a l  so u r ces  fo r  e la b o r a t io n .
^Anatol Rapoport, "Foreword," in  Modern System s Research  
f o r  th e  B eh a v io ra 1 S c i e n t i s t . ed . by Buckley, p. x v i i .
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e n t i r e t y .  The c e n tu r y -o ld  s t r a t e g y  o f  vary in g  a few s e l e c t e d  
f a c t o r s  i s  th orou gh ly  inadequate  when the co m p lex ity  has reached  
i t s  p r e se n t  p r o p o r t io n s .  The o ld er  a n a l y t i c a l  approach i s  i n ­
adequate when d e a l in g  w ith  a complex system  because i t  g iv e s  us 
on ly  a v a s t  number o f  s e p a r a te  p a r ts  or item s o f  in fo r m a t io n ,  
the r e s u l t s  o f  whose in t e r a c t i o n s  no one can p r e d i c t .*
B. Interdependence:  The Fundamental P roperty
For m e th o d o lo g ic a l  purposes we can d i s t i n g u i s h  a t h e o r e t i ­
c a l  system  from an e m p ir ic a l  one. A t h e o r e t i c a l  system  can be 
viewed as a complex o f  a ssu m p tio n s ,  c o n c e p ts ,  and p r o p o s i t io n s  
having both l o g i c a l  i n t e g r a t io n  and e m p ir ic a l  r e f e r e n c e .  An em­
p i r i c a l  system  i s  a s e t  o f  phenomena in  the o b se rv a b le  world th a t  
can be d e s c r ib e d  and a n a ly zed  by means o f a t h e o r e t i c a l  sy s tem .
I t  i s  never a t o t a l l y  c o n c r e te  e n t i t y .  R ather, i t  i s  a s e l e c t i v e  
o r g a n iz a t io n  o f  th o se  p r o p e r t i e s  o f  the c o n c r e te  e n t i t y  which are  
seen  as r e le v a n t  to  the t h e o r e t i c a l  system  in  q u e s t io n .  For a 
s o c i a l  system  to  be a c o n c r e te  e n t i t y ,  th ere  sh o u ld  be "two or 
more p eo p le  in  i n t e r a c t i o n  d ir e c t e d  toward a t t a i n i n g  a g o a l  and 
guided by p a t te r n s  o f  s t r u c tu r e d  and shared symbols and e x p e c t a ­
t io n s ." ^  A s o c i a l  system  thus may be e n v is io n e d  as a system  o f
1W. Ros»s Ashby, "The E f f e c t  o f  E xperience  on a Determ inate  
Synamic System ,"  B eh a v io ra 1 S c ie n c e ,  I (1 9 5 b ) ,  37.
•^Parsons, "Systems A n a ly s is :  S o c i a l  S ystem s,"  p . 45B.
^A lvin  L. B ertrand , B a s ic  S o c io lo g y  (New York: A p p leton -
C e n tu r y -C r o fts ,  19o7),  p. 2 5 .
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s o c i a l  a c t io n  which p e r s i s t s . ^
As a t h e o r e t i c a l  sy stem , the s o c i a l  system  i s  s p e c i f i c a l l y  
adapted  to  d e s c r ib in g  and a n a ly z in g  s o c i a l  i n t e r a c t i o n .  I t  cen ­
t e r s  on human s o c i a l  i n t e r a c t i o n ,  which i s  o rgan ized  on the sym­
b o l i c  l e v e l s  we d e s c r ib e  as c u l t u r a l .  In t h i s  way, i t  a l s o  p ro­
v id e s  a primary l in k  betw een the c u l tu r e  and th e  in d iv id u a l ,  both  
as a p e r s o n a l i t y  and as an organism . S in c e  th e  s o c i a l  system  as  
a t h e o r e t i c a l  system  i s  concerned w ith  b e h a v io r ,  the  p a r ts  o f  a 
s o c i a l  system  are not p h y s ic a l  in  n a tu r e .  R ather, th ey  are i n t e r ­
a c t i o n a l  and m a n ife s t  th em selves  as p r o c e s s e s  o f  a c t io n  and r e ­
a c t io n .^
More g e n e r a l ly ,  a s o c i a l  system  can be viewed as a complex  
o f  e lem en ts  or components d i r e c t l y  or i n d i r e c t l y  r e la t e d  in  a 
c a u s a l  network, such th a t  each component i s  r e la t e d  to  a t  l e a s t
*Thus, fo r  P arson s , the master example o f  the s o c i a l  s y s ­
tem i s  s o c i e t y .  The b a s i s  o f  any s o c i e t y  i s  the  i n t e r a c t i o n  o f  
a p l u r a l i t y  o f  human b e in g s  w ith  each o ther w ith in  the m eaning-  
framework of a common c u l t u r e .  See T a lc o t t  P arson s , "C ulture and 
S o c i a l  System s R e v i s i t e d ,"  S o c i a l  S c ie n c e  Q u a r te r ly .  L III  (S e p ­
tember, 197^), 2 5 4 .  I t  i s  "the meaning-framework o f  a common 
c u ltu r e "  or "the p a t t e r n s  o f  s t r u c tu r e d  and shared symbols and 
e x p e c ta t io n "  th a t  makes i t  p o s s i b l e  fo r  men to  g e n e r a l ly  p r e d ic t  
each  o t h e r ' s  b eh a v io r .  Thus, Wrong view s s o c i e t y  as " e s s e n t i a l l y  
a s e t  o f  broadly  w arranted p r e d ic t io n s  made by i t s  members about  
one a n o t h e r ' s  b e h a v io r ."  S ee  D ennis H. Wrong, " In tr o d u c t io n ,"  in  
Max Weber. Makers o f  Modern S c ie n c e  S e r i e s ,  ed . by D ennis  Wrong 
(Bnglewood C l i f f s ,  N. J . :  P r en tice -H a  11, I n c . ,  1970), p . 2 5 .
^Parsons, "Systems A n a ly s is :  S o c ia l  S ystem s,"  p. 459.
Furtherm ore, in  a s o c i a l  sy stem , t h i s  i n t e r a c t i o n a l  p r o c e ss  i s  
complementary in  th a t  th e  p a r t i c ip a n t s  conform w ith  each o t h e r ' s  
e x p e c t a t io n s .  Here, "an a l t e r * s  r e a c t io n  to  e g o ' s  a c t i o n s  are  
p o s i t i v e  s a n c t io n s  which se r v e  to  r e in f o r c e  h i s  g iv en  n eed -  
d i s p o s i t i o n s  and thus to  f u l f i l l  h i s  g iv e n  e x p e c t a t io n s ."  S ee  
T a lc o t t  P arson s , The S o c i a 1 System  (New York: Free P ress  o f
G len coe , I n c . ,  1951),  pp. 2 0 4 -2 0 5 .
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sone o th e r s  in  a more or l e s s  s t a b l e  way w ith in  any p a r t i c u la r  
p e r io d  o f  t i n e .  I t  i s  th e  web o f  r e l a t i o n s h i p s  which t i e s  the  
system  t o g e th e r .  In f a c t ,  whatever i t s  form --m utual or u n i d i r e c ­
t i o n a l ;  l i n e a r ,  n o n lin e a r  or i n t e r m i t t e n t — i t  i s  the network o f  
r e l a t i o n s h i p s  which makes the n o t io n  o f  "system" u s e f u l .  The 
components may be r e l a t i v e l y  s im p le  or s t a b l e ,  or complex and 
changing; or th ey  may vary in  o n ly  one or two p r o p e r t ie s  or take  
on many d i f f e r e n t  s t a t e s . *  Thus:
The most g e n e r a l  and fundam ental p ro p erty  o f  a 
system  i s  the in terd ep en d en ce  o f  p a r ts  or v a r i a b l e s .  
Interdependence c o n s i s t s  in  the e x i s t e n c e  o f  d e t e r ­
m inate r e l a t i o n s h i p s  among th e  p a r ts  or v a r ia b le s  
as c o n tr a s te d  w ith  randomness o f  v a r i a b i l i t y .  In 
other words, in terd ep en d en ce  i s  order in  the r e l a ­
t io n s h ip  among the components which e n te r  i n t o  a 
sy stem .^
The n o t io n  o f in terdepend en ce  in  a system  im p lie s  th a t
consequences o f  a c t io n s  by any one u n i t  can be tra ced  through th e
system  and th a t  u l t im a t e ly  th e se  consequences f e e d  back t o  th e
u n i t s  i n i t i a t i n g  th e  change. The concept o f  the s o c i a l  system
th u s  r e f e r s  t o  th e  s t r u c t u r a l  p a t te r n in g  o f  system  p a r ts  in  such
a way th a t  changes in  one or more o f  them s e t  up p r e s su r e s  fo r
adjustm ent in  the o t h e r s .  The b a s ic  c r i t e r i o n  fo r  e s t a b l i s h i n g
such a system  i s  the e x i s t e n c e  o f  m eaningfu l in terd ep en d en ce  among
3
the  a c t io n s  o f  th ese  p a r t s .
^Buckley, S o c io lo g y  and Modern System s Theory, p. 41.
^ T a lc o t t  Parsons and Bdward A. S h i l s ,  " V alu es, M o t iv e s ,  
and th e  System s o f  A c t io n s ,"  in  Toward a_ Genera 1 Theory o f  A c t io n .  
ed . by T a lc o t t  Parsons and Bdward A. S h i l s  (Cambridge: Harvard
U n iv e r s i t y  P r e s s ,  1951),  p. 107.
q
T a lc o t t  P arsons and N e i l  J .  S m elser ,  Economy and S o c i e t y :
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C. The S o c i a l  System  as an Open System  
Like a l l  l i v i n g  sy s te m s ,  a s o c i a l  system  i s  in h e r e n t ly  an 
open sy stem . That a system  i s  open means, n o t  s im p ly  th a t  i t  e n ­
gages in  in te r c h a n g e s  w ith  th e  environm ent, but th a t  t h i s  i n t e r ­
change i s  an e s s e n t i a l  f a c to r  u n d er ly in g  th e  s y s t e m 's  v i a b i l i t y ,  
i t s  r e p r o d u c t iv e  a b i l i t y  or c o n t in u i t y ,  and i t s  a b i l i t y  t o  ch an ge .*  
The d i f f e r e n c e  between open and c lo s e d  system s i s  a m atter  o f  
l in k a g e  w ith  the o u t s id e  environm ent. While c lo s e d  system s are  
s e l f - c o n t a i n e d ,  th e  open system s a c c e p t  and respond t o  o u t s id e  
in p u ts ,  such as in fo rm a tio n  or energy.'*
A Study in  th e  I n t e g r a t io n  o f Economic and S o c i a 1 Theory (G len coe ,  
1 1 1 .:  Free P r e s s ,  1 9 5 c ) ,  p. 14. Not a l l  a n a ly s e s  o f  th e  s o c i a l
system s em phasize the g r e a te r  degree  o f  m u tu a li ty  o f  in f lu e n c e  
among th e  component s t r u c t u r e s .  For exam ple, the Marxian view of  
s o c i e t y  s u g g e s t s  th a t  changes in  the economic s t r u c t u r e  b r in g  
about ad justm en ts  o f  the p o l i t i c a l  s t r u c t u r e  s o  th a t  p o l i t i c a l  
a g e n c ie s  b u t t r e s s  the c l a s s  r e l a t i o n s  a r i s i n g  from th e se  econom ic  
arrangem ents. Thus, Boulding c o n s id e r s  Marxism as e s s e n t i a l l y  a 
monodynamic view  o f  the s o c i e t y ,  in  which on ly  the econom ic s e c to r  
i s  regarded as dominant w ith  an in h e r e n t  dynamic o f  i t s  own, 
which i s  not much a f f e c t e d  by in f lu e n c e s  from o u t s id e ,  and which  
c a r r i e s  a l l  the o ther p r o c e s s e s  o f  s o c i e t y  a lo n g  w ith  i t .  See  
B ou ld in g , "Toward th e  Development o f  a C u ltu r a l  Econom ics,"  pp.
2 7 4 -2 7 5 .  T h is  argument i s  expanded in  Kenneth E. B ou ld in g , A 
Primer on S o c i a 1 Dynam ics: H is to r y  as D i a l e c t i c s  and Development
(New York: Free P r e s s ,  1 9 7 0 ) .  See  A lso  N e i l  J .  S m elser ,  The
S o c io lo g y  o f Economic L i f e .  F oundations o f  Modern S o c io lo g y  S e r i e s  
(Englewood C l i f f s ,  N. J . :  P r e n t ic e - H a l l ,  I n c . ,  19o3), p . 37; and 
W. W. Rostow, The P rocess  o f  Economic Growth, The Norton L ibrary  
(2nd e d . ;  New York: W. W. Norton & Company, I n c . ,  1902),  pp. 3 2 9 -
330.
*Buckley, S o c io lo g y  and Modern System s Theory, p. 50.
The s e l f - c o n ta in m e n t  o f  the c lo s e d  sy stem , o f  c o u r s e ,  i s  
h y p o t h e t i c a l .  For a n a l y t i c a l  p u rp o ses ,  however, the m echanica l  
sy s te m s ,  such as t h e r m o s t a t i c a l ly  c o n t r o l le d  fu rn a ces  or a i r -  
c o n d i t io n e r s ,  are g e n e r a l ly  c l a s s i f i e d  as c l o s e d .  See A lv in  L. 
B ertrand , S o c ia  1 O r g a n iz a t io n : A_ Genera 1 System s and Role Theory
P e r s p e c t iv e  (P h i la d e lp h ia :  F. A. D a v is  Company, 19 7 2 ) ,  p .  9b.
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The environm ent i s  b a s i c  in  open sy stem s;  t h e r e f o r e ,  due 
to  t h e i r  in fo r m a t io n -p r o c e s s in g  c a p a b i l i t i e s  the en v iron m enta l  
in ter ch a n g e  becomes s e l e c t i v e  and s t a b l e ,  and l o s e s  i t s  random­
n e s s . 1 In f a c t ,  the system  and i t s  environm ent make up su b -p a r ts  
o f  a w ider system  which o f te n  must be t r e a te d  on i t s  own l e v e l .
As an open system , the s o c i a l  system  engages in  the  
p r o c e s s e s  o f  en v iron m en ta l in te r c h a n g e ,  th a t  i s ,  i t  has an in p u t -  
output r e l a t i o n s h i p  w ith  the environm ent. L a b e lin g  a system  
"open" a l s o  means th a t  i t  i s  a p a r t - - i . e . ,  a s y b s y s te r a - -o f  one or 
more su p e r o r d in a te  sy s te m s .  In t h i s  s e n s e ,  i t  i s  in ter d e p e n d en t  
w ith  the o ther p a r t s  o f  the more com prehensive system  and, h en ce ,  
p a r t ly  dependent on them f o r  e s s e n t i a l  in p u ts .
From the i n e v i t a b l e  f a c t  o f  in terd ep en d en cy  f o l l o w s  the  
con cep t o f  s y s t e m - fu n c t io n  as i t  a p p l i e s  to  a l l  l i v i n g  s y s te m s .  
The problems con cern in g  the m aintenance and developm ent o f  th e
*This a l s o  p ro v id es  the b a s ic  d i f f e r e n c e  between the open 
and c lo s e d  sy stem s:  the p ro c e ss  o f  en tr o p y , through w hich a l l
forms o f  o r g a n iz a t io n  move toward l e s s  e f f i c i e n c y  and d e a th .  I t  
i s  u n a l t e r a b le  in  c lo s e d  sy s te m s ,  w h i le  open system s are  n egen -  
t r o p ic ,  th a t  i s ,  they  have mechanisms to  s low  down or a r r e s t  t h i s  
p r o c e s s .  S ee  i b i d . , p. 99; and L. B r i l l o v i n ,  " L ife ,  Thermody­
namics and C y b e r n e t ic s ,"  in  Modern System s R esearch  fo r  the Be­
ha v iora  1 S c i e n t i s t ,  ed .  by B uck ley , pp. 147-150 . Some eco n o m ists  
have proposed  th a t  the con cep t o f  en tro p y  sh o u ld  be brought i n t o  
econom ic a n a l y s i s  t o  g iv e  i t  a dynamic and the s e n se  o f  d i r e c t i o n  
th a t  an open sy stem  p o s s e s s e s .  Economic p r o c e s s e s ,  l i k e  e v o l u ­
t io n a r y  p r o c e s s e s ,  are  a n t i - e n t r o p i c  in  the s e n se  th a t  th ey  u se  
f r e e  energy  to  c r e a t e  s t r u c t u r e s  o f  in c r e a s in g  c o m p le x ity .  A 
len g th y  and e r u d i t e  exp a n sio n  o f  t h i s  argument can be found in  
N ic h o la s  G eogescu-R ogen, The Bntropy Law and the Bconomic P r o cess  
(Cambridge: Harvard U n iv e r s i t y  P r e s s ,  1 9 7 1 ) .  A ls o ,  s e e  B ou ld in g ,
Beyond Econom ics, pp. 2 7 7 -2 8 0 ;  and B ou ld in g , "Toward the D e v e lo p ­
ment o f  a C u ltu r a l  Econom ics,"  pp. 2 8 0 -2 8 1 .
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en v iron m en ta l in ter ch a n g e  become the f u n c t io n a l  problems o f  the  
sy stem . The f u n c t io n a l  s i g n i f i c a n c e ,  and in d e e d ,  the u l t im a te  
l e g i t im a c y  o f  a system , can be a s c e r ta in e d  by th e  s im ple  c r i t e r i o n  
o f  th e  d y s f u n c t io n a l  consequences o f  f a i l u r e ,  d e f i c i t ,  or e x c e s s  
o f  an in p u t to  a r e c e iv in g  system . The " fu n c t io n  i s  the on ly  
b a s i s  on which a t h e o r e t i c a l l y  s y s t e m a t ic  o rd er in g  o f  th e  s t r u c ­
tu re  o f  l i v i n g  system s i s  p o s s i b l e ." *
0 .  The F u n c t io n a l  Im p eratives  o f  the S o c i a l  System
1. The F u n ction  o f  P attern -M ain ten an ce
The b i o l o g i c a l  con cep t o f  h o m e o sta s is  s u g g e s t s  th a t  the  
s o c i a l  system  m a in ta in s  an e q u i l ib r iu m  w it h in  c e r t a in  boundaries  
r e l a t i v e  to  the environm ent, and th a t  the f u n c t io n a l  im p er a tiv es  
o f  the system  f o l lo w  from such an e q u i l ib r iu m .  The system  has a 
tendency toward s e l f -m a in te n a n c e ,  which f o l l o w s  from the con cep t  
o f  e q u i l ib r iu m .^
1-Parsons, "Systems A nalysis: S oc ia l Systems," p. 400.
For exam ple, a s p h y x ia t io n  i s  the consequence o f  f a i l u r e  in  oxygen  
in p u t .  On the f u n c t io n a l  c r i t e r i o n ,  the oxygen in p u t i s  thus  
judged to  be s i g n i f i c a n t  f o r  the  organism . I b i d . L ik e w ise ,  
Bedford s u g g e s t s  th a t  th e  l e g i t im a c y  o f  a c co u n tin g  as a p r o f e s s io n  
shou ld  be judged on i t s  f u n c t io n a l  c o n tr ib u t io n  to  the s o c i e t y .
See B edford , The Future o f  A ccounting in  a_ Changing S o c i e t y ,  pp. 
9 - 1 1 .  Chambers a l s o  ch ooses  to  d e f in e  a c c o u n tin g  f u n c t i o n a l l y .  
and r e f e r s  t o  Churchman's n o t io n  o f  a f u n c t io n a l  d e f i n i t i o n  which  
makes e x p l i c i t  th e  u s e f u ln e s s  o f  the co n cep t  fo r  c e r t a in  p u rp o ses .  
That i s ,  "one way o f  a cc o m p lish in g  t h i s  e x p l i c a t i o n  i s  t o  make 
c le a r  what a c t i v i t i e s  or th in g s  a re  den oted  by the con cep t and 
what purposes th e s e  a c t i v i t i e s  (or t h in g s )  s e r v e ."  See Chambers, 
A cco u n tin g .  E v a lu a t io n  and Economic B eh a v io r , p . 99; and C. West 
Churchman, P r e d ic t io n  and Optima 1 D e c is io n :  P h i lo s o p h ie s  1 I s s u e s
o f  a. S c ie n c e  o f  V a lu e s .  P r e n t ic e - H a l l  I n t e r n a t io n a l  S e r i e s  in  
Management (Englewood C l i f f s ,  N. J . : P r e n t i c e - H a l l ,  I n c . ,  1 9 b l ) ,
pp. 9 0 -9 7 .
^Parsons and S h i l s ,  "V alues, M o tiv es ,  and the System s o f
149
A s o c i a l  system  i s  a lw ays c h a r a c te r iz e d  by an i n s t i t u -  
t i o n a l i z e d  va lue sy s te m . To m ainta in  e q u i l ib r iu m  in  the s y s te m 's  
en v iron m enta l in t e r c h a n g e - - t h a t  i s ,  to  a s su r e  the c o n t in u in g  
e x i s t e n c e  o f  th e  s y s t e m - - th e  s o c i a l  s y s t e m 's  f i r s t  f u n c t io n a l  
im p er a tiv e  i s  t o  m ain ta in  the i n t e g r i t y  o f  the v a lu e  system  and 
i t s  i n s t i t u t i o n a l i z a t i o n .  T h is  f i r s t  f u n c t i o n a l  im p era tiv e  may 
be r e f e r r e d  t o  as " p attern -m a in ten a n ce  and tension-management"  
because i t  r e l a t e s  t o  the  s t a b i l i t y  o f  the i n s t i t u t i o n a l i z e d  
value sy s te m .*
There are  two primary so u r ces  from which p r e s su r e s  to  
change the v a lu e  s y s t e m - -p r e s s u r e  toward d e s t a b i l i z a t i o n - - o r i g i -  
n a t e :
(1 )  C u ltu r a l  so u r c e s  o f change. C er ta in  im p er a tiv es  
o f  c u l t u r a l  c o n s is t e n c y  may mean th a t  c u l t u r a l  changes  
ta k in g  p la c e  o u ts id e  the va lu e  system  r e le v a n t  t o  the  
s o c i a l  system  in  q u e s t io n  ( e . g . ,  changes in  the b e l i e f  
system ) may g e n e r a te  p r e s su r e s  to  change im portant  
v a lu e s  w ith in  the s o c i a l  sy stem . The tendency t o  s t a ­
b i l i z e  the system  in  th e  fa c e  o f  p r e s su r e s  t o  change 
i n s t i t u t i o n a l i z e d  v a lu es  through c u l t u r a l  channels  
may be c a l l e d  the " p a ttern  maintenance" f u n c t io n .
(2 )  M o t iv a t io n a l  so u r c e s  o f  change. M o t iv a t io n a l  
" te n s io n s ,"  a r i s i n g  from " s tr a in s"  in  any p a r t  o f  th e  
s o c i a l  s i t u a t i o n  or from o r g a n ic  or o ther i n t r a ­
p e r so n a l  s o u r c e s ,  may th r e a te n  in d iv id u a l  m o t iv a t io n
to  co n fo rm ity  w ith  i n s t i t u t i o n s l i z e d  r o le  e x p e c t a t io n s .  
S t a b i l i z a t i o n  a g a in s t  t h i s  p o t e n t i a l  sou rce  o f  change
A c t io n ,"  p. 100. The c o n c e p t ,  however, does not imply the e m p ir i ­
c a l  predominance o f  s t a b i l i t y  over change. In f a c t .  P arsons con ­
s id e r s  i t  t o  be the most fundam ental r e f e r e n c e  p o in t  t o  which the  
a n a l y s i s  o f  more v a r ia b le  f a c t o r s  can be r e l a t e d ,  and s u g g e s t s  
th a t  i t  p la y s  a p a r t  in  the th eo ry  o f s o c i a l  system s comparable  
to  th e  concept o f  i n e r t i a  in  m echan ics. See  T a lc o t t  P arson s ,
"An O u tl in e  o f  th e  S o c i a l  System ,"  in  T h eo r ie s  o f  S o c i e t y :  Foun­
d a t io n s  o f  Modern S o c i o l o g i c a l  Theory. V o l .  I ,  ed .  by T a lc o t t  
Parsons and o th e r s  (2 v o l s . ;  New York: Free P r ess  o f G len coe ,
I n c . ,  1901), p . 39 .
*Parsons and S m elser , Economy and S o c i e t y ,  pp. 15 -2 0 .
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may be c a l l e d  " te n s io n  management."^
More g e n e r a l ly ,  a s o c i a l  s y s t e m 's  fu n c t io n  o f  p a t te r n  
m aintenance has r e f e r e n c e  to  th e  s u r v iv a l  im p era tiv e  o f m a in ta in ­
in g  the s t a b i l i t y  o f  p a t te r n s  o f  i n s t i t u t i o n a l i z e d  c u l t u r e ,  which  
d e f in e s  the very s tr u c t u r e  o f  the sy stem . C on seq u en tly ,  because  
o f  t h i s  s e t  o f  f u n c t io n a l  e x i g e n c i e s ,  s o c i a l  sy stem s show a t e n ­
dency to  p r e se r v e  t h e ir  s t r u c t u r a l  p a t te r n s  through m a in ta in in g  
t h e ir  v a lu e -sy s te m s
2 .  The F unction  o f  Goa 1-A tta inm ent
While i n s t i t u t i o n a l i z e d  c u l t u r a l  p a t te r n s  o f  the s o c i a l  
system  are  r e l a t i v e l y  c o n s ta n t ,  th ere  i s  a g r e a t  d e a l  o f  v a r i a b i l ­
i t y  in  the  s y s t e m 's  r e l a t i o n  to  i t s  en v iron m enta l s i t u a t i o n  from 
time to  t im e . S in c e  ev ery  s o c i a l  system  f u n c t io n s  in  a s i t u a t i o n  
d e f in e d  as e x t e r n a l  to  i t ,  the p ro c e ss  o f  in ter ch a n g e  between  
system  and s i t u a t i o n  p ro v id es  the f u n c t io n a l  im p e r a t iv e s  o f  g o a l -  
a tta in m e n t  and a d a p ta t io n  o f  th e  environm ent fo r  the purposes o f  
a t t a i n i n g  g o a l  s t a t e s .
A g o a l  s t a t e  fo r  the s o c i a l  system  i s  a " r e la t io n  between  
the system  o f  r e fe r e n c e  and one or more s i t u a t i o n a l  o b je c t s  which
(g iv e n  th e  value system  and i t s  i n s t i t u t i o n a l i z a t i o n )  maximizes
3
the s t a b i l i t y  of th e  system ."  Thus a g o a l  can be s e e n ,  in  terms
1I b i d . ,  p . 17.
^P arsons, "An O u tl in e  o f  the S o c i a l  System ,"  p. 39 .
3Parsons and S m elser ,  Economy and S o c i e t y ,  p . 17. However 
i t  sh ou ld  be remembered th a t  f o r  a s o c i a l  system  the fo c u s  o f  i t s  
g o a 1 - o r ie n t a t io n  l i e s  in  i t s  r e l a t i o n  as a system  to  the p e r s o n a l!  
t i e s  o f  the p a r t i c ip a t i n g  i n d i v i d u a l s .  M o tiv a tio n  to  c o n tr ib u te  
i s  n e c e s sa r y  fo r  the fu n c t io n in g  o f  th e  sy stem . See  T a lc o t t
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o f  e q u i l i b r i u m ,  a s  a d i r e c t i o n a l  ch an g e  t o  r e c o n c i l e  t h e  d i f f e r ­
i n g  n e e d s  o f  t h e  s y s t e m  a n d  i t s  e n v i r o n m e n t .
The s o c i a l  s y s t e m  an d  i t s  v a r i o u s  co m p o n en t s  a r e  a l w a y s  
t r y i n g  t o  s e e k  a s i t u a t i o n  c l o s e l y  s y n c h r o n i z e d  w i t h  t h e  p r o c e s s e s  
o f  t h e  s y s t e m ,  and  a f t e r  a c h i e v i n g  s u c h  a s i t u a t i o n ,  c o n t i n u a l l y  
t r y  t o  m a i n t a i n  i t .  However ,  s u c h  a s t a t e  o f  c l o s e  s y n c h r o n i z a ­
t i o n  w here  g o a l - a t t a i n i n g  p r o c e s s e s  a r e  e x p l i c i t l y  i n t e n d e d  t o  
f u l f i l l  t h e  f u n c t i o n a l  r e q u i r e m e n t s  i s  r a r e .  More g e n e r a l l y ,  i f  
we t h i n k  o f  p a t t e r n - m a i n t e n a n c e  i n  t e r m s  o f  i n e r t i a ,  a s  u s e d  i n  
t h e  t h e o r y  o f  m e c h a n i c s ,  g o a 1 - a t t a i n m e n t  c a n  be  v iew ed  a s  a p r o b ­
lem i n s o f a r  a s  some d i s c r e p a n c y  a r i s e s  b e t w e e n  t h e  i n e r t i a l  t e n ­
d e n c i e s  o f  t h e  s y s t e m  and  t h e  demands o f  e n v i r o n m e n t a l  i n t e r ­
c h a n g e s  , 1
3 .  The F u n c t i o n  o f  A d a p t a t i o n
The m a i n t e n a n c e  o f  a n  e s t a b l i s h e d  s t a t e  i n  a s o c i a l  s y s ­
tem i n  t e r m s  o f  i t s  i n s t i t u t i o n a l i z e d  v a l u e s  an d  p a t t e r n s  i s  
n o n p r o b l e m a t i c .  T h e r e  i s  a  p e r e n n i a l  t e n d e n c y  t o  s e l f - m a i n t a i n .  
However ,  t h e  s o c i a l  s y s t e m ' s  e n v i r o n m e n t a l  i n t e r c h a n g e  i s  a lw a y s  
p r o b l e m a t i c .  T h e r e  i s  a g e n e r a l i z e d  i n t e r e s t  i n  e s t a b l i s h i n g  
an d  i m p r o v i n g  c o n t r o l  o v e r  t h e  s i t u a t i o n  i n  v a r i o u s  r e s p e c t s ,
b e c a u s e  o r d e r  i s  t h e  f i r s t  o f  t h e  f u n c t i o n a l  i m p e r a t i v e s  o f  t h e  
2s o c i a l  s y s t e m .
P a r s o n s ,  S t r u c t u r e  an d  P r o c e s s  i n  Modern S o c i e t i e s ,  p p .  2 2 9 - 2 4 7 ;  
an d  P a r s o n s ,  "An O u t l i n e  o f  t h e  S o c i a l  S y s t e m , "  p .  39 .
^ P a r s o n s ,  "An O u t l i n e  o f  t h e  S o c i a l  S y s t e m , "  p .  4 1 .
^ P a r s o n s  and  S h i l s ,  " V a l u e s ,  M o t i v e s ,  and  t h e  S y s t e m s  o f  
A c t i o n , "  p .  180 .
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The a d a p t i v e  f u n c t i o n  o f  t h e  s o c i a l  s y s t e m  i s  d e f i n e d  a s  
t h e  p r o v i s i o n  o f  f a c i l i t i e s  when t h e y  a r e  s c a r c e ,  w h i l e  t h e  g o a l s  
t o  w h ic h  s u c h  f a c i l i t i e s  c a n  be  p u t  a r e  many. W i th  t h e  p l u r a l i t y  
o f  g o a l s ,  t h e  same s c a r c e  f a c i l i t i e s  w i l l  have  a l t e r n a t i v e  u s e s  
w i t h i n  t h e  s y s t e m  o f  g o a l s .  H ere  t h e  p r o b le m  o f  o p p o r t u n i t y  c o s t  
a r i s e s ,  b e c a u s e  t h e  u s e  o f  s c a r c e  f a c i l i t i e s  f o r  one p u r p o s e  
means  s a c r i f i c i n g  t h e  g a i n s  t h a t  w ou ld  h ave  b e e n  d e r i v e d  f r o m  
t h e i r  u s e  f o r  a n o t h e r .
The m o s t  o b v i o u s  f i e l d s  o f  a p p l i c a t i o n  o f  t h e  a d a p t a t i o n  
f u n c t i o n  a r e  t h e  e c o n o m i c  and  t e c h n o l c g i c a 1, a n d  i t s  g o v e r n i n g  
p r i n c i p l e  i s  t h e  d e s i r a b i l i t y  o f  e f f i c i e n t  management o f  r e s o u r c e s .  
I n  modern  s o c i e t i e s ,  w h e re  r e l e v a n t  s t a n d a r d s  o f  r a t i o n a l i t y  a r e  
g e n e r a l l y  a p p r o v e d ,  t h e  a c t i o n  o f  a n  i n d i v i d u a l  o r  a g r o u p  w i l l  
be  d i s a p p r o v e d  i f  i t  i s  u n n e c e s s a r i l y  w a s t e f u l  o r  c a r e l e s s  e v e n  
w h e re  t h e  l a r g e r  i s s u e s  o f  c o l l e c t i v e  l o y a l t y ,  b i n d i n g  o b l i g a t i o n s ,  
and  m o r a l i t y  a r e  n o t  i n v o l v e d . *
4 .  The F u n c t i o n  o f  I n t e g r a t i o n
A lm o s t  a l l  s y s t e m s  a r e  d i f f e r e n t i a t e d  an d  s e g m e n t e d  i n t o  
r e l a t i v e l y  i n d e p e n d e n t  u n i t s  w h ic h  may be  m u t u a l l y  s u p p o r t i v e  and  
h e n ce  b e n e f i c i a l  t o  t h e  f u n c t i o n i n g  o f  t h e  s y s t e m .  They may a l s o  
be  m u t u a l l y  o b s t r u c t i v e  and  c o n f l i c t i n g .  T h u s ,  t h e  f o u r t h  f u n c ­
t i o n a l  i m p e r a t i v e  f o r  a s o c i a l  s y s t e m  i s  t o  m a i n t a i n  s o l i d a r i t y
i n  t h e  r e l a t i o n s  b e t w e e n  t h e  u n i t s  i n  t h e  i n t e r e s t  o f  e f f e c t i v e
2
f u n c t i o n i n g .  T h i s  i s  t h e  i m p e r a t i v e  o f  s y s t e m  i n t e g r a t i o n .
^ P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s ,  p .  17 
^ P a r s o n s  a n d  S m e l s e r ,  Economy and  S o c i e t y ,  p .  18.
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The f u n c t i o n a l  p r o b l e m  o f  i n t e g r a t i o n  c o n c e r n s  t h e  m u t u a l  
a d j u s t m e n t s  o f  t h e s e  u n i t s  f r o m  t h e  p o i n t  o f  v iew  o f  t h e i r  c o n t r i ­
b u t i o n s  t o  t h e  e f f e c t i v e  f u n c t i o n i n g  o f  t h e  s y s t e m  a s  a w h o le .
T h i s ,  i n  t u r n ,  c o n c e r n s  t h e i r  r e l a t i o n  t o  t h e  p a t t e r n  m a i n t e n a n c e  
p r o b l e m ,  a s  w e l l  a s  t o  t h e  e x t e r n a l  s i t u a t i o n  t h r o u g h  p r o c e s s e s  
o f  g o a 1- a t t a i n m e n t  an d  a d a p t a t i o n .
A s o c i a l  s y s t e m  i s  a com plex  n e t w o r k  o f  i n t e r p e n e t r a t i n g  
s t r u c t u r e s  an d  s t r u c t u r a l  l o y a l t i e s ,  a s y s t e m  c h a r a c t e r i z e d  by 
b o t h  f u n c t i o n a l  d i f f e r e n t i a t i o n  and  s e g m e n t a t i o n .  The p r i m a r y  
c o n s e q u e n c e  o f  t h e  i n t e g r a t i v e  f u n c t i o n  i s  t o  d e f i n e  t h e  o b l i g a ­
t i o n  o f  l o y a l t y  t o  t h e  s o c i e t y ,  b o t h  f o r  t h e  m e m b e rsh ip  a s  a 
w h o le  a n d  f o r  v a r i o u s  c a t e g o r i e s  o f  d i f f e r e n t i a t e d  s t a t u s  and  
r o l e  w i t h i n  t h e  s o c i e t y .  I n  a n a l y z i n g  any  s o c i a l  s y s t e m ,  t h e  
p r o b l e m s  c o n c e r n i n g  t h e  i n t e g r a t i v e  f u n c t i o n  o c cu p y  t h e  c e n t r a l  
c o r e ,  b e c a u s e  i t  i s  t h e  f o c u s  o f  t h e  m o s t  d i s t i n c t i v e  p r o p e r t i e s  
and  p r o c e s s e s  o f  t h e  s o c i a l  s y s t e m . *
E .  The F u n c t i o n a l  S u b s y s t e m s  o f  S o c i e t y
From t h e  a bove  a n a l y s i s  i t  c a n  be  s e e n  t h a t  t o t a l  s o c i e t i e s  
t e n d  t o  d i f f e r e n t i a t e  i n t o  s u b s y s t e m s  w h ic h  a r e  s p e c i a l i z e d  i n  e a c h  
o f  t h e  f o u r  p r i m a r y  f u n c t i o n s . 2 The f o u r  f u n d a m e n t a l  s y s t e r a -
^ P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s ,  p .  12.
^ S o c i e t y  a s  a w h o le  h a s  b e e n  v ie w e d  h e r e  a s  a s o c i a l  s y s ­
tem c h a r a c t e r i z e d  by  t h e  h i g h e s t  l e v e l  o f  s e l f - s u f f i c i e n c y  r e l a t i v e  
t o  i t s  e n v i r o n m e n t .  As f a r  a s  t h e  p h y s i c a l  e n v i r o n m e n t  i s  c o n ­
c e r n e d ,  s o c i e t y  a l l o c a t e s  a c c e s s  t o  t h e  p h y s i c a l  r e s o u r c e s  an d  e x ­
p l o i t s  them t h r o u g h  t h e  t e c h n o l o g i c a l  m e c h a n i s m s .  A s o c i e t y  can  
be s e l f - s u f f i c i e n t  o n l y  i n s o f a r  a s  i t  i s  g e n e r a l l y  a b l e  t o  c o u n t  
on i t s  mem bers '  p e r f o r m a n c e s  t o  c o n t r i b u t e  a d e q u a t e l y  t o  t h e  s o c i ­
e t a l  f u n c t i o n i n g .  S e e  P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s .
PP. 8 - 9 .
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f u n c t i o n s  w i t h  w h ic h  a s o c i a l  s y s t e m  o p e r a t e s  a r e :  p a t t e r n -
m a i n t e n a n c e  a n d  t e n s i o n - m a n a g e m e n t ,  g o a l - a t t a i n m e n t ,  a d a p t a t i o n ,  
an d  i n t e g r a t i o n .  W hereas  t h e  c o n c r e t e  s t r u c t u r e  o f  t h e s e  f u n c ­
t i o n s  c a n n o t  a l w a y s  b e  i d e n t i f i e d ,  i t  i s  o f t e n  p o s s i b l e  t o  i s o l a t e  
t y p e s  o f  p r o c e s s e s  w h ic h  a r e  t h u s  s p e c i a l i z e d .  T h e s e  f u n c t i o n s  
a r e  s c h e m a t i c a l l y  r e p r e s e n t e d  i n  F i g u r e  4 .
Any s o c i a l  s y s t e m  c a n  be  d e s c r i b e d  a n d  i t s  p r o c e s s e s
a n a l y z e d  i n  t e r m s  o f  t h e s e  f o u r  f u n d a m e n t a l  c a t e g o r i e s .  We c a n
a l s o  u s e  t h i s  f u n c t i o n a l  d i f f e r e n t i a t i o n  t o  t r e a t  a s o c i e t y  a s
a n a l y t i c a l l y  d i v i s i b l e  i n t o  f o u r  p r i m a r y  s u b s y s t e m s ,  a s  shown i n
F i g u r e s  5 a n d  0 .  As t h e s e  i l l u s t r a t i o n s  show, t h e  p a t t e r n -
m a i n t e n a n e e  s u b s y s t e m  i s  p a r t i c u l a r l y  c o n c e r n e d  w i t h  t h e  r e l a t i o n s
o f  t h e  s o c i e t y  t o  t h e  c u l t u r a l  s y s t e m  a n d ,  t h r o u g h  i t ,  t o  t h e
u l t i m a t e  r e a l i t y .  The g o a 1 - a t t a i n m e n t  s u b s y s t e m  or  t h e  p o l i t y  i s
r e l a t e d  t o  t h e  p e r s o n a l i t i e s  o f  i n d i v i d u a l  members;  t h e  a d a p t i v e
s u b s y s t e m ,  o r  t h e  econom y,  t o  t h e  b e h a v i o r a l  o r g a n i s m ,  a n d  t h r o u g h
i t ,  t o  t h e  p h y s i c a l  w o r l d ;  and  f i n a l l y ,  t h e  i n t e g r a t i v e  s u b s y s t e m
o r  t h e  s o c i e t a l  communi ty  i s  r e l a t e d  t o  t h e  i n t e g r a t i o n  o f  a l l
s u b s y s t e m s  i n  a f u n c t i o n i n g  w h o l e .  The f o l l o w i n g  i s  a b r i e f
1
d e s c r i p t i o n  o f  t h e s e  s u b s y s t e m s .
1 .  Economy: The A d a p t i v e  S u b s y s t e m
The economy i s  t h e  p r i m a r y  s u b s y s t e m  w h ic h  s p e c i a l i z e s  
i n  t h e  a d a p t i v e  f u n c t i o n  o f  s o c i e t y .  E c o n o m i s t s  seem t o  a g r e e  
t h a t  t h e  p a r a m o u n t  g o a l  o f  e c o n o m i c  a c t i v i t y - - a n d  t h e r e f o r e  o f
* T h is  d i s c u s s i o n  o f  t h e  s u b s y s t e m s  o f  s o c i e t y  h a s  b e e n  
l a r g e l y  d raw n  f ro m  P a r s o n s  and  S m e l s e r ,  Economy a n d  S o c i e t y ,  p p .  
4 0 - 0 9 .
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FIGURE 4
THE FUNCTIONAL IMPERATIVES OF SOCIAL SYSTEM
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S o u r c e :  P a r s o n s  and S m e l s e r ,  Econom y an d  S o c i e t y ,  p .  1 9 .
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FIGURE 5










S o u r c e :  P a r s o n s  and  S m e l s e r ,  Econoroy a n d  S o c i e t y ,  p .  5 3 .
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S o u r c e :  A d a p te d  f ro m  P a r s o n s ,  The S y s te m  o f  M odern  S o c i e t i e s , p .  I I .
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a n  economy a* a f u n c t i o n a l  s u b s y s t e m  o f  t h e  s o c i e t y - - i s  b e s t  d e ­
f i n e d  a s  p r o d u c t i o n . *  However ,  p r o d u c t i o n  a s  a n  e c o n o m ic  a c t i v i t y
h a s  b e e n  g e n e r a l l y  d e f i n e d  i n  p h y s i c a l  t e r m s :  p r o d u c t i o n  o f  goods
2
a n d  s e r v i c e s ,  num bers  o f  a u t o m o b i l e s ,  t o n s  o f  c o a l ,  e t c .  T h i s
F o r  e x a m p l e ,  d e a l i n g  w i t h  t h e  p r o b l e m s  o f  e c o n o m i c  o r g a n i ­
z a t i o n  i n  h i s  f am ous  t e x t b o o k ,  S a m u e l s o n  s u g g e s t s  t h a t  e v e r y  s o c i ­
e t y  m u s t  somehow c o n f r o n t  t h r e e  f u n d a m e n t a l  a n d  i n t e r d e p e n d e n t  
e c o n o m ic  p r o b l e m s :  ( 1 )  What c o m m o d i t i e s  s h a l l  be  p r o d u c e d  an d  w h a t
q u a n t i t i e s ?  T h a t  i s ,  how much an d  w h ic h  o f  a l t e r n a t i v e  g o o d s  and  
s e r v i c e s  s h a l l  be  p r o d u c e d ?  ( 2 )  How s h a l l  g o o d s  be  p r o d u c e d ?  T h a t  
i s ,  by  whom a n d  w i t h  w h a t  t e c h n o l o g i c a l  manner  a r e  t h e y  t o  be  p r o ­
d u c e d ?  ( 3 )  F o r  whom s h a l l  g o ods  be  p r o d u c e d ?  T h a t  i s ,  who i s  t o  
e n j o y  and  g e t  t h e  b e n e f i t s  o f  t h e  g o ods  and  s e r v i c e s  p r o v i d e d ?
T h e s e  t h r e e  q u e s t i o n s  a r e  f u n d a m e n t a l  t o  a l l  e c o n o m i e s ,  b u t  d i f f e r ­
e n t  e co n o m ic  s y s t e m s  t r y  t o  s o l v e  them d i f f e r e n t l y .  S e e  P a u l  A. 
S a m u e l s o n ,  E c o n o m i c s : An I n t r o d u c t i o n  ( 8 t h  e d . ;  New Y o rk :  McGraw-
H i l l  Book Company, 1 9 7 0 ) ,  p p .  1 5 - 1 0 .  I t  s h o u l d  be  n o t e d  h e r e  t h a t  
t r a d i t i o n a l  e c o n o m i c  t h e o r y ,  more e x p l i c i t l y  t h a t  d e r i v e d  f ro m  
J o h n  S t u a r t  M i l l ,  h a s  made a d i s t i n c t i o n  b e t w e e n  two t y p e s  o f  e c o ­
nom ic  p r o b l e m s :  t h o s e  o f  p r o d u c t i o n  an d  t h o s e  o f  d i s t r i b u t i o n .
Some w r i t e r s ,  l i k e  M y r d a l ,  h ave  c o n s i d e r e d  t h i s  d i s t i n c t i o n  i l l o g i ­
c a l .  They t h i n k  t h a t  p r o d u c t i o n  a n d  d i s t r i b u t i o n  a r e  i n t e r r e l a t e d  
w i t h i n  t h e  same m a c r o s y s t e m .  S e e  G unnar  M y r d a l ,  " R e s p o n s e  t o  
I n t r o d u c t i o n , "  The A m e r i c a n  Economic  R ev iew ,  P a p e r s  a n d  P r o c e e d i n g s ,  
LXII  (May, 1 9 7 2 ) ,  4 5 8 .
^The f o c u s  o f  i n t e r e s t  i n  e c o n o m i c s  i s  s o  d o m i n a t e d  by t h e  
commodity  t h a t  B o u l d i n g  c a l l s  i t  t h e  s t u d y  o f  t h e  " n o - p e r s o n  
g r o u p . "  T r a d i t i o n a l  e c o n o m i c s  i s  n o t  i n t e r e s t e d  i n  human b e h a v i o r  
a s  s u c h ;  i t  i s  i n t e r e s t e d  i n  t h e  b e h a v i o r  o f  c o m m o d i t i e s .  I n  
r e a l i t y ,  h o w e v e r ,  t h e r e  i s  a s u b t l e  r e a s o n  f o r  s u c h  a t t e n t i o n  on 
c o m m o d i t i e s .  The commodi ty  p r i c e s ,  an d  o t h e r  s t a t i s t i c a l  an d  a b ­
s t r a c t  m e a s u r e s  w i t h  w h ic h  e c o n o m i s t s  d e a l ,  a r e ,  i n  f a c t ,  t h e  r e ­
s u l t  o f  human b e h a v i o r ,  w h ic h  i n d e e d  i s  n o t  r e g u l a r  e n o u g h  t o  be  
p r e d i c t a b l e .  I n  e c o n o m i c s ,  h o w e v e r ,  a s  i n  o t h e r  s o c i a l  s c i e n c e s ,  
" t h e  f u r t h e r  t h e y  g e t  away f r o m  p e o p l e  t h e  more a b s t r a c t  t h e y  
become an d  t h e  more s c i e n t i f i c  t h e y  l o o k . ” S e e  B o u l d i n g ,  E c o n o ­
m ics  a s  a_ S c i e n c e ,  p .  74 ; an d  K e n n e th  B.  B o u l d i n g ,  R e l i g i o u s  
P e r s p e c t i v e s  o f  C o l l e g e  T e a c h i n g  i n  E conom ics  (New H aven ,  C o n n . : 
Bdward H azen  F o u n d a t i o n ,  n . d .  ) ,  p .  2 0 .  I n  t h e  same v e i n .  W i l e s  
s u g g e s t s  t h a t  e c o n o m i c s  s t a n d s  a t  t h e  p o i n t  o f  m a n ' s  i n t e r a c t i o n  
w i t h  n a t u r e ,  n o t  w i t h  o t h e r  men. I t s  p o w e rs  o f  p r e d i c t i o n  d e r i v e  
f ro m  t h e  i n a n i m a t e  s i d e  o f  i t s  s u b j e c t  m a t t e r ,  w h ic h  he  c a l l s  t h e  
" l o g i c  o f  c o m m o d i t i e s " :  i n c r e a s i n g  r e t u r n s  t o  s c a l e ,  d i m i n i s h i n g
r e t u r n s ,  t h e  f a c t  o f  s c a r c i t y ,  a n d  a l l  t h a t .  He f u r t h e r  w r i t e s  
t h a t  i t  i s  h a r d l y  a s o c i a l  s c i e n c e ,  f o r  t h e  s e c t o r s  i n  w h ich  i t  
h a s  made t h e  g r e a t e s t  a d v a n c e s  a r e  p r e c i s e l y  t h o s e  l e a s t  c o n c e r n e d
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p h y s i c a l  n o t i o n  i s  i n a d e q u a t e  b e c a u s e  t h e  c o n c e p t  o f  p r o d u c t i o n  
d e f i n e s  t h e  g o a 1 - o r i e n t a t i o n  o f  a n  economy o n l y  when t h e  p r o d u c ­
t i o n  i s  o f  g o ods  a n d  s e r v i c e s  i n s o f a r  a s  t h e y  s a t i s f y  w a n t s .
T h u s ,  m a x i m i z i n g  u t i l i t y  o r  t h e  eco n o m ic  v a l u e  o f  t h e  t o t a l  a v a i l ­
a b l e  means t o  w a n t - s a t i s f a c t i o n  d e f i n e s  t h e  s y s t e a - g o a l  o f  an  
eco n o m y .
I n  d e f i n i n g  t h e  w h o le  com plex  o f  e c o n o m ic  a c t i v i t y - - t h e  
p r o d u c t i o n  o f  w e a l t h  a n d  i n c o m e - - t h e  f o c a l  p o i n t  o f  r e f e r e n c e  i s  
t h e  s o c i e t y  a s  a s y s t e m .  The g o a l  o f  economy a s  a s u b s y s t e m  i s  
t o  m ax im ize  p r o d u c t i o n  r e l a t i v e  t o  t h e  whole  c o m p lex  o f  i n s t i t u ­
t i o n a l i z e d  v a l u e  s y s t e m s  a n d  f u n c t i o n s  o f  t h e  s o c i e t y  and  i t s  
s u b s y s t e m s .  The g o a l  o f  t h e  economy i s  v ie w ed  h e r e  a s  d e f i n e d  
s t r i c t l y  by s o c i a l l y  s t r u c t u r e d  l a r g e r  g o a l s .
2 .  P o l i t y :  The Goa 1- a t t a i n m e n t  S u b s y s t e m
The g o a l  o f  t h e  economy i s  t o  p r o d u c e  g e n e r a l i z e d  f a c i l i ­
t i e s  a s  means t o  a n  i n d e f i n i t e  number o f  p o s s i b l e  u s e s .  The g o a l  
o f  t h e  p o l i t y  i s  t o  m o b i l i z e  t h e  n e c e s s a r y  p r e r e q u i s i t e s  f o r  t h e  
a t t a i n m e n t  o f  g i v e n  s y s t e m - g o a l s  o f  t h e  s o c i e t y ,  t h a t  i s ,  t o  m a x i ­
m ize  t h e  c a p a c i t y  o f  t h e  s o c i e t y  t o  a t t a i n  i t s  s y s t e m  g o a l s . * T h i s
w i t h  t h e  human. S e e  P e t e r  W i l e s ,  "The N e c e s s i t y  an d  I m p o s s i b i l i t y  
o f  P o l i t i c a l  Econom y,"  H i s t o r y  a n d  T h e o r y : S t u d i e s  i n  t h e  P h i l o s o ­
phy  o f  H i s t o r y ,  XI ( 1 9 7 2 ) ,  3 .  For  a n  i n t e r e s t i n g  d i s c u s s i o n  on 
t h e  p r e d i c t i v e  a b i l i t y  o f  e c o n o m i c s  a s  a s o c i a l  s c i e n c e ,  s e e  
R o b e r t  L .  H e i l b r o n e r ,  "On th e  L i m i t s  o f  Econom ic  P r e d i c t i o n , "  
D i o g e n e s ,  A p r i l ,  1970,  p p .  2 7 - 4 0 ;  a n d  G a l b r a i t h ,  The New I n d u s t r i a l  
S t a t e ,  p p .  4 0 7 - 4 1 8 .
* T h is  phenomenon h a s  b e e n  t r e a t e d  h e r e  a s  p o l i t i c a l  b e c a u s e  
i t  i n v o l v e s  t h e  o r g a n i z a t i o n  a n d  m o b i l i z a t i o n  o f  r e s o u r c e s  f o r  t h e  
a t t a i n m e n t  o f  t h e  g o a l s  o f  t h e  s o c i e t y .  T h u s ,  t h e  b u s i n e s s  o r g a n i ­
z a t i o n s ,  u n i v e r s i t i e s ,  c h u r c h e s ,  e t c .  h a v e  p o l i t i c a l  a s p e c t s .  I n
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c a p a c i t y  c a n  b e  s e e n  a s  t h e  power  t o  make— a n d  " s a k e  s t i c k "  — 
d e c i s i o n s  w h ic h  a r e  b i n d i n g  on t h e  s y s t e m  a n d  i t s  members i n s o f a r  
a s  t h e y  c a r r y  o b l i g a t i o n s  u n d e r  t h e  d e c i s i o n s .
The more h i g h l y  d i f f e r e n t i a t e d  a s o c i e t y ,  t h e  more  l i k e l y  
a n e c e s s i t y  e x i s t s  t o  u t i l i z e  t h e  p o w e r .  No l a r g e  o r  com plex  
s y s t e m  c a n  e n d u r e  u n l e s s  c o m p l i a n c e  w i t h  t h e  l a r g e  p a r t s  o f  i t s  
n o r m a t i v e  o r d e r  i s  b i n d i n g .  T h u s ,  t h e  n e g a t i v e  s a n c t i o n s  a r e  
a p p l i e d  t o  d e a l  w i t h  t h e  n o n c o m p l i a n c e  o f  t h a t  o r d e r .  T e n d e n c i e s  
t o  d e v i a t e ,  t o  d e p a r t  f r o m  c o n f o r m i t y  w i t h  t h e  n o r m a t i v e  o r d e r  on 
t h e  p a r t  o f  some s u b s y s t e m  o r  m em bers ,  p r e s e n t  t h e  s o c i a l  s y s t e m  
w i t h  " p r o b l e m s "  o f  c o n t r o l .  I f  s u c h  t e n d e n c i e s  a r e  t o l e r a t e d ,  t h e y  
w i l l  t e n d  t o  c h a n g e  o r  d i s i n t e g r a t e  t h e  s y s t e m . 1,
3 .  S o c i e t a l  Community :  The I n t e g r a t i v e  S u b s y s t e m
The m o s t  g e n e r a l  f u n c t i o n  o f  a s o c i e t a l  communi ty  a s  a 
s u b s y s t e m  i s  t o  a r t i c u l a t e  a s y s t e m  o f  norms w i t h  a c o l l e c t i v e  
o r g a n i z a t i o n  t h a t  h a s  u n i t y  a n d  c o h e s i v e n e s s S o c i e t a l  o r d e r  
r e q u i r e s  c l e a r  and  d e f i n i t e  i n t e g r a t i o n  i n  t e r m s  o f  n o r m a t i v e
m odern  W e s t e r n  s o c i e t i e s ,  a t  l e a s t ,  t h e  g o v e r n m e n t  h a s  i n c r e a s i n g ­
l y  became d i f f e r e n t i a t e d  f r o m  t h e  s o c i e t a l  communi ty  ( d i s c u s s e d  
h e r e  a s  t h e  n e x t  s y s t e m )  a s  a s p e c i a l i z e d  o r g a n  o f  s o c i e t y .  
G ov e rn m en t  i s  a t  t h e  c o r e  o f  p o l i t y ,  b u t  t h e  f u n c t i o n s  o f  th e  
l a t t e r  a r e  n o t  a l w a y s  c o e x t e n s i v e  w i t h  t h e  g o v e r n m e n t a l  s t r u c t u r e .  
T h e r e f o r e ,  t h e  t e r m  " p o l i t y "  r a t h e r  t h a n  " g o v e r n m e n t "  i s *  u s e d  f o r  
t h i s  s u b s y s t e m .  S e e  P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s ,  p .  
16 .
^ P a r s o n s  and  S m e l s e r ,  Economy an d  S o c i e t y ,  p .  17 .  A l s o ,  
s e e  P a r s o n s ,  The S o c i a 1 S y s t e m ,  p .  2 0 o ;  and  P a r s o n s ,  "An O u t l i n e  
o f  t h e  S o c i a l  S y s t e m , "  p .  53 .
^Weber r e f e r s  t o  t h i s  n o r m a t i v e  a s p e c t  a s  t h e  s y s t e m  o f  
l e g i t i m a t e  o r d e r .  S e e  Max W eber ,  The T h e o r y  o f  S o c i a 1 a n d  Econom­
i c  O r g a n i z a t i o n ,  t r a n s .  by  A . M. H e n d e r s o n  an d  T a l c o t t  P a r s o n s ,  
a n d  e d .  w i t h  a n  i n t r o d u c t i o n  b y  T a l c o t t  P a r s o n s  ( G l e n c o e ,  1 1 1 . :  
F r e e  P r e s s ,  1 9 4 7 ) ,  p .  124.
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c o h e r e n c e  t o  a c h i e v e  s o c i e t a l  harmony a n d  c o o r d i n a t i o n .  The 
l a t t e r  a r e  a c h i e v e d  by  d e f i n i n g  t h e  l o y a l t y  o f  t h e  m em b ersh ip
t o  t h e  t o t a l  s y s t e m  a s  s u c h .
The s o c i e t a l  community  p r o v i d e s  t h e  c o r e  s t r u c t u r e  o f  a 
s o c i e t y  b e c a u s e  i t  i s  t h e  c o l l e c t i v e  s t r u c t u r e  i n  w h ic h  t h e  mem­
b e r s  f o r m  t h e  i n e v i t a b l e  u n i o n .  I t s  m o s t  i m p o r t a n t  p r o p e r t y  i s  
w h a t  D urkhe im  c a l l e d  t h e  " s o l i d a r i t y "  w h ic h  c h a r a c t e r i z e s  t h e  r e ­
l a t i o n s  among i t s  m e m b e r s . 1 "The s o l i d a r i t y  o f  a community  i s  
e s s e n t i a l l y  t h e  d e g r e e  t o  w h ic h  ( a n d  t h e  ways  i n  w h i c h )  i t s  c o l ­
l e c t i v e  i n t e r e s t  c an  be e x p e c t e d  t o  p r e v a i l  o v e r  t h e  u n i t  i n t e r e s t s  
o f  i t s  members w h e r e v e r  t h e  two c o n f l i c t . " ^
S u c h  demands  o f  l o y a l t y  a r e  met t h r o u g h  t h e  i n s t i t u t i o n a l ­
i z a t i o n  o f  a v a l u e - s y s t e m  w h e re  t h e  s y s t e m  o f  norm s  g o v e r n i n g  t h e
l o y a l t y  i n t e g r a t e s  t h e  r i g h t s  a n d  o b l i g a t i o n s  o f  v a r i o u s  members ,  
n o t  o n l y  w i t h  e a c h  o t h e r  b u t  a l s o  w i t h  t h e  b a s e s  o f  l e g i t i m a t i o n
a
o f  t h e  s o c i a l  o r d e r  a s  a w h o l e .  T h u s ,  t h e  i n t e g r a t i v e  s u b s y s t e m
^Bmile  D u rk h e im ,  "On M e c h a n i c a l  a n d  O r g a n i c  S o l i d a r i t y , "  
i n  T h e o r i e s  o f  S o c i e t y .  V o l .  I ,  e d .  by P a r s o n s  a n d  o t h e r s ,  p p .  
2 0 8 - 2 1 3 .
^ P a r s o n s ,  " S y s t e m s  A n a l y s i s :  S o c i a l  S y s t e m s , "  p .  401 .
T h i s  a l s o  d r a m a t i z e s  t h e  d i f f e r e n c e s  b e tw e e n  t h e  s o c i e t a l  communi ty  
an d  o t h e r  s y b s y s t e m s ,  s u c h  a s  economy.  B o u l d i n g  i l l u s t r a t e s  t h i s  
by  m ak ing  a h a r p i n g  r e f e r e n c e  t o  t h e  l a t e  P r e s i d e n t  K e n n e d y ' s  e x ­
h o r t a t i o n :  "Ask n o t  w h a t  y o u r  c o u n t r y  c a n  do  f o r  y o u ,  a s k  o n l y
w h a t  you c a n  do  f o r  y o u r  c o u n t r y . "  I f  we c o n t r a s t  t h i s ,  he  s a y s ,  
w i t h  t h e  c a l l i n g ,  "Ask n o t  w h a t  G e n e r a l  M o to rs  c an  do  f o r  you ,  
a s k  o n l y  w h a t  you can  do  f o r  G e n e r a l  M o t o r s , "  t h e  d i f f e r e n c e  i s  
i n s t a n t l y  d r a m a t i z e d  b e t w e e n  a n  o r g a n i z a t i o n  w i t h  a s t r o n g  i n t e ­
g r a t i v e  s y s t e m ,  s u c h  a s  t h e  n a t i o n - s t a t e ,  an d  a n  o r g a n i z a t i o n  
w h ic h  i s  a l m o s t  p u r e l y  w i t h i n  t h e  e x c h a n g e  s y s t e m ,  s u c h  a s  a c o r ­
p o r a t i o n .  S e e  B o u l d i n g ,  " T e c h n o l o g y  and  t h e  L o v e -H a te  S y s t e m , "
P. 43 .
R o b e r t  N. B e l l a h ,  " E p i l o g u e , "  i n  R e l i g i o n  and  P r o g r e s s
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o f  t h e  s o c i e t y  r e l a t e s  t h e  c u l t u r a l  v a l u e - p a t t e r n s  t o  t h e  m o t i -  
v a t i o n a l  s t r u c t u r e  o f  i n d i v i d u a l s  i n  o r d e r  t h a t  t h e  l a r g e r  s o c i a l  
s y s t e m  c a n  f u n c t i o n  w i t h o u t  undue  i n t e r n a l  c o n f l i c t  a n d  o t h e r  
f a i l u r e s  o f  c o o r d i n a t i o n .
4 .  C u l t u r e :  The P a t t e r n - M a i n t e n a n c e  S u b s y s t e m
The p a t t e r n - m a i n t e n a n c e  s u b s y s t e m  f o c u s e s  on t h e  i n s t i ­
t u t i o n a l i z e d  c u l t u r e  w h i c h ,  i n  t u r n ,  c e n t e r s  on t h e  p a t t e r n s  o f  
v a l u e  o r i e n t a t i o n .  I n e v i t a b l e  and  more  n e a r l y  c o n s t a n t  t h o u g h  
t h e s e  v a l u e - p a t t e r n s  a r e ,  t h e y  a r e  n e v e r  a u t o m a t i c .  I n  f a c t ,  t h e  
c u l t u r e  s u b s y s t e m  c o n c e r n s  i t s e l f  w i t h  t h e  c o m p r e h e n s i v e  p r o c e s s  
o f  i n s t i t u t i o n a l i z a t i o n  o f  t h e  p a r t i c i p a n t s  s o  t h a t  t h e y  a r e  
m o t i v a t i o n a l l y  c o m m i t t e d  t o  a c t  i n  a c c o r d a n c e  w i t h  t h e  n o r m a t i v e  
p a t t e r n s .  The i m p e r a t i v e  h e r e  i s  t o  m a i n t a i n  t h e  s t a b i l i t y  o f  
t h e  p a t t e r n s  o f  i n s t i t u t i o n a l i z e d  c u l t u r e ,  w h ic h  d e f i n e  t h e  s t r u c ­
t u r e  o f  t h e  s y s t e m .
The p r o c e s s  o f  i n s t i t u t i o n a l i z a t i o n ,  h o w e v e r ,  u l t i m a t e l y  
f a c e s  t h e  p r o b l e m  o f  s o c i a l i z a t i o n  o f  t h e  i n d i v i d u a l ,  t h a t  i s ,  
how t o  i n t e r n a l i z e  t h e  v a l u e s  o f  t h e  s o c i e t y  i n  t h e  p e r s o n a l i t y  
o f  t h e  i n d i v i d u a l ,  w here  com m itm en ts  i n v o l v e d  a r e  s u b j e c t  t o  
d i f f e r i n g  k i n d s  o f  s t r a i n . *  T h i s  w o u ld  l e a d  t o  a n o t h e r  f u n c t i o n a l  
i m p e r a t i v e  o f  t h e  s u b s y s t e m ,  w h ic h  i s  " t e n s i o n - m a n a g e m e n t . "  P a t -  
t e r n - r a a i n t e n a n c e  and  t e n s i o n - m a n a g e r a e n t  d i f f e r  f rom  t h e  i n t e g r a t i v e
i n  Modern A s i a ,  e d .  by  R o b e r t  N. B e l l a h  (New Y ork :  F r e e  P r e s s ,
1 9 0 5 ) ,  p p .  1 7 8 - 1 9 4 ;  a l s o ,  s e e  P a r s o n s ,  The S y s t e m  o f  Modern 
S o c i e t i e s ,  p .  13.
^Parsons, "An O u tl in e  o f  the S o c ia l  System ," p. 38 .
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p r o b l e m  i n  t h e  s e n s e  t h a t  t h e y  f o c u s  on t h e  u n i t  o f  t h e  s y s t e m ,  
n o t  on t h e  s y s t e m  i t s e l f .  I n t e g r a t i o n  i s  t h e  p r o b l e m  o f  i n t e r ­
u n i t  r e l a t i o n s h i p s ,  w h i l e  p a t t e r n - m a i n t e n a n c e  i s  t h e  p r o b l e m  o f  
i n t r a - u n i t  s t a t e s  a n d  p r o c e s s e s .
164
V I I I .  ECONOMY, SOCIETY, AND THE SOCIAL EXPLANATION 
OF ECONOMIC BEHAVIOR
A. The Economy and  I t s  E n v i r o n m e n t  
The f o u r  p r i m a r y  f u n c t i o n a l  s u b s y s t e m s  o f  s o c i e t y - - t h e  
economy,  t h e  p o l i t y ,  t h e  s o c i e t a l - c o m m u n i t y ,  and  t h e  c u l t u r e - -  
a r e  shown i n  F i g u r e s  5 and  t>. These  a n a l y t i c a l  d i v i s i o n s  a r e  
c l e a r  and  i m p o r t a n t  f o r  s o c i e t i e s  w h ich  a r e  i n  t h e i r  i n d u s t r i a l  
o r  p o s t - i n d u s t r i a 1 s t a g e s .  However,  t h e  c o m p l e x i t y  o f  r e l a t i o n ­
s h i p s  among t h e  s u b s y s t e m s  p r e v e n t s  t h e s e  d i v i s i o n s  f r o m  b e i n g  
p r e c i s e .*
From t h e  p o i n t  o f  any  one s u b s y s t e m ,  i t s  p r i m a r y  e n v i r o n ­
ment c o n s i s t s  o f  t h e  o t h e r  t h r e e .  Fo r  t h e  economy, t h e  p r i m a r y  
e n v i r o n m e n t  w ou ld  c o n s i s t  o f  t h e  p o l i t y ,  t h e  s o c i e t a l  com m uni ty ,  
and  t h e  c u l t u r e .  A n a l y z i n g  t h e  economy a s  a s o c i a l  s u b s y s t e m  
s u r r o u n d e d  by t h e  r e s t  o f  s o c i e t y ,  we can  l o c a t e  t h e  n o n e c o n o m i c ,
i . e . ,  t h e  l a r g e r  s o c i a l  o r i g i n s  an d  c o n s e q u e n c e s  o f  e c o n o m ic  
a c t i v i t y . "
^ P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s . p p .  1 0 - 1 1 .
^ I n  t h i s  p e r s p e c t i v e ,  i t  i s  i m p o s s i b l e  t o  t h i n k  o f  econom­
i c  d e v e l o p m e n t  p u r e l y  i n  e c o n o m ic  t e r m s .  T h u s ,  a U n i t e d  N a t i o n s  
r e p o r t  s u g g e s t s  t h a t  e c o n o m i c  p r o g r e s s  i s  p o s s i b l e  o n l y  when t h e  
t o t a l  s o c i e t a l  a t m o s p h e r e  i s  f a v o r a b l e  t o  i t .  T h a t  i s ,  t h e  p e o p l e  
o f  a c o u n t r y  m u s t  d e s i r e  p r o g r e s s ,  and  t h e i r  s o c i a l ,  e c o n o m i c ,  
l e g a l ,  a n d  p o l i t i c a l  i n s t i t u t i o n s  must be  f a v o r a b l e  t o  i t .  T h i s  
w ou ld  i m p l y ,  a s  H e i l b r o n e r  s u g g e s t s ,  t h a t  e co n o m ic  d e v e l o p m e n t  i s  
n o t h i n g  l e s s  t h a n  t h e  t r a n s f o r m a t i o n  o f  an  e n t i r e  s o c i e t y ,  as  
a l r e a d y  e x e m p l i f i e d  i n  t h e  c r e a t i o n  o f  modern  W e s t e r n  c a p i t a l i s m .  
S ee  U n i t e d  N a t i o n s ,  M ea su re s  f o r  t h e  Econom ic  D e v e lo p m e n t  o f  t h e  
Under  - D e v e l o p e d  C o u n t r i e s  (New York:  U n i t e d  N a t i o n s ,  1 9 5 1 ) ,  p .
13; an d  H e i l b r o n e r ,  The Making o f  Econom ic  S o c i e t y ,  p p .  2 0 7 - 2 2 1 .
I n  a s i m i l a r  v e i n ,  i t  i s  a l s o  a r g u e d  t h a t  t h e  r e a s o n s  f o r  e c o n o m ic
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Bconomic  f u n c t i o n  i n v o l v e s  t h e  p r o d u c t i o n  and  a l l o c a t i o n  
o f  d i s p o s a b l e  r e s o u r c e s .  I t  i s  e x e r c i s e d  o n l y  when l i m i t e d  r e ­
s o u r c e s  a r e  a means t o  a l t e r n a t i v e  e n d s .  T h u s ,  f o r  t h e  economy, 
t h e  f u n c t i o n a l  p r o b le m  i s  t o  d e t e r m i n e  w h a t  p r o p o r t i o n  o f  t h e  
s o c i e t y ' s  r e s o u r c e s  w i l l  be  made a v a i l a b l e  f o r  a v a r i e t y  o f  u s e s  
i n  e co n o m ic  p r o d u c t i o n .
The economy a c c o m p l i s h e s  t h i s  t a s k  p r i m a r i l y  t h r o u g h  e x ­
ch an g e  a n d  w i t h  t h e  i n s t i t u t i o n s  o f  e x c h a n g e .  T h i s  i s  a d i f f e r e n t  
v iew o f  economy t h a n  t h a t  w h ic h  d e s c r i b e s  i t  a s  a s o c i a l  s u b s y s t e m  
c o n c e r n e d  m e r e l y  w i t h  t h e  a l l o c a t i o n  o f  s c a r c e  r e s o u r c e s .  The 
a l l o c a t i o n  o f  s c a r c e  r e s o u r c e s  i s  t h e  t o t a l  s o c i e t a l  f u n c t i o n ,  and  
s h o u l d  n o t  be  c o n f i n e d  t o  t h e  economy a l o n e .  S c a r c e  r e s o u r c e s  can  
be a l l o c a t e d  t h r o u g h  t h r e a t ,  a s  i n  s l a v e r y ,  o r  t h r o u g h  t h e
b a c k w a r d n e s s  a r e  l a r g e l y  a t t r i b u t a b l e  t o  d i f f e r e n t  a t t i t u d e s ,  t o  
d i f f e r e n t  s o c i a l  an d  p o l i t i c a l  i n s t i t u t i o n s ,  an d  t o  h i s t o r i c a l  
e x p e r i e n c e s .  T h e se  a r e a s  o f  d i s c o u r s e  a r e  b ey o n d  t h e  e c o n o m i s t s '  
s p e c i a l i z a t i o n ,  an d  a r e ,  t h e r e f o r e ,  r e s i s t a n t  t o  t h e  t r e a t m e n t  o f  
e c o n o m i s t s .  T h u s ,  P o s t a n  w r i t e s ,  " I t  i s  d i f f i c u l t  t o  s e e  how and  
i n  w h a t  fo rm  e c o n o m i s t s ,  qua  e c o n o m i s t s ,  c a n  c o n t r i b u t e  t o  t h e  
h i s t o r i c a l  s t u d y  o f  e c o n o m ic  g r o w t h . "  S ee  M. M. P o s t a n ,  F a c t  and  
R e l e v a n c e : E s s a y s  on H i s t o r i c a 1 M ethod (C a m b r id g e ,  E n g l a n d :
C am b r id g e  U n i v e r s i t y  P r e s s ,  1 9 7 1 ) ,  p .  6 8 .  A l s o ,  s e e  P .  T .  B a u e r ,
D i s s e n t  on Deve 1 op inen t : S t u d i e s  and  D e b a t e s  i n  D e v e lo p m e n t  E c o ­
nom ics  ( C a m b r id g e :  H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 7 3 ) .  I t  s h o u l d
be n o t e d  h e r e  t h a t  t r a d i t i o n a l  e co n o m ic  a n d  a c c o u n t i n g  a n a l y s e s ,  
by  t h e i r  v e r y  i n s i s t e n c e  on d e a l i n g  o n l y  w i t h  t h e  q u a n t i f i a b l e  
e l e m e n t s ,  a r e  i n e v i t a b l y  an d  u n w i t t i n g l y  t r y i n g  t o  w r e n c h  the  
economy o u t  o f  t h e  l a r g e r  s o c i e t y .  H e i l b r o n e r  c o n s i d e r s  t h i s  an 
i n t r i n s i c a l l y  s e l f - d e f e a t i n g  o p e r a t i o n ,  b e c a u s e  i t  d i s t o r t s  and  
m i s r e p r e s e n t s  t h e  a c t i v i t i e s  i t  s e e k s  t o  e x p l a i n .  F u r t h e r m o r e ,  
" t h e  eco n o m ic  v a r i a b l e s  c a n n o t  be e x c i s e d  f r o m  t h e  l a r g e r  s o c i a l  
s y s t e m  i n  w h ic h  t h e y  a r e  embedded an d  t r e a t e d  a s  a m ic ro c o sm  o f  
t h a t  s y s t e m  w i t h o u t  s e r i o u s l y  d i s t o r t i n g  t h e  r e l a t i o n  o f  t h e  m ode l  
t o  r e a l i t y . "  S e e  R o b e r t  L. H e i l b r o n e r ,  "The L i m i t e d  R e l e v a n c e  o f  
E c o n o m i c s , "  The P u b l i c  I n t e r e s t ,  F a l l ,  1970, p .  89.
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d e v e l o p m e n t  o f  i n t e g r a t i v e  r e l a t i o n s h i p s ,  a s  i n  a f a m i l y  s i t u a -  
1t i o n .
A b o u n d a r y - i n t e r c h a n g e  i s  i n v o l v e d  i n  t h e  p r o c e s s  o f  
e x c h a n g e .  T h a t  i s ,  i f  we v iew t h e  economy a s  a d i f f e r e n t i a t e d  
s u b s y s t e m  o f  t h e  t o t a l  s o c i e t y ,  t h e n  s u c h  a s u b s y s t e m  i s  s u b j e c t  
t o  p a r t i c u l a r  a n d  d e t e r m i n a t e  t y p e s  o f  b o u n d a r y - i n t e r c h a n g e  w i t h  
t h e  r e s t  o f  t h e  s o c i e t y  and  w i t h  t h e  p h y s i c a l  e n v i r o n m e n t .  The 
f u n c t i o n a l  e l e m e n t s  o f  e co n o m ic  a c t i v i t y — f a c t o r s  o f  p r o d u c t i o n  
on t h e  one han d  a n d  s h a r e s  o f  income on t h e  o t h e r - - c a n  be  i d e n t i ­
f i e d  a s  t h e  a p p r o p r i a t e  i n p u t s  a n d  o u t p u t s ,  r e s p e c t i v e l y ,  o v e r  
t h e s e  b o u n d a r i e s .
B. F a c t o r s  o f  P r o d u c t i o n :  A C ase  i n  B o u n d a r y - i n t e r c h a n g e
The s u p p l y  o f  f a c t o r s  o f  p r o d u c t i o n  i s  a n  i m p o r t a n t  e c o ­
nomic  a c t i v i t y  and  i n v o l v e s  many b o u n d a r y - i n t e r c h a n g e s  s i n c e  
t h e y  a r e  t h e  i n p u t - c a t e g o r i e s  i n t o  t h e  economy.  As a c a s e  i n  
p o i n t ,  t h e  f o l l o w i n g  c a n  be  i d e n t i f i e d  a s  b o u n d a r y - i n t e r c h a n g e s
^See B o u l d i n g ,  Econom ics  a s  S c i e n c e ,  p p .  1 7 - 1 8 .  S i m i ­
l a r l y ,  i n  h i s  d e f i n i t i o n  o f  t h e  c o n c e p t  o f  e co n o m ic  a c t i v i t y ,
Weber i n s i s t s  on e x c l u d i n g  t h e  u s e  o f  f o r c e  f ro m  t h e  c a t e g o r y  o f  
e c o n o m ic  m eans ,  s a y i n g  t h a t  i t  f o l l o w s  r a d i c a l l y  d i f f e r e n t  laws 
f ro m  t h e  p e a c e f u l  p r o c e s s e s  o f  p r o v i s i o n  f o r  n e e d s  and  a c q u i s i t i o n .  
S ee  W eber ,  The T h e o r y  o f  S o c i a 1 and Economic O r g a n i z a t i o n ,  p p .  
1 5 9 - 1 6 0 .  However,  compare  t h e  a bove  w i t h  w h a t  S a m u e l s o n  g i v e s  a s  
a g e n e r a l  d e f i n i t i o n :  " E c o n o m ic s  i s  t h e  s t u d y  o f  how men and
s o c i e t y  e n d  up  c h o o s i n g ,  w i t h  o r  w i t h o u t  t h e  u s e  o f  money, t o  
em p loy  s c a r c e  p r o d u c t i v e  r e s o u r c e s  . . . . "  See  S a m u e l s o n ,  
E c o n o m i c s . p .  4 .  O r ,  t a k e  L o rd  R o b b i n s '  c l a s s i c  d e f i n i t i o n :  
"E conom ics  . . .  i s  c o n c e r n e d  w i t h  t h a t  a s p e c t  o f  b e h a v i o r  w h ic h  
a r i s e s  f ro m  t h e  s c a r c i t y  o f  means  t o  a c h i e v e  g i v e n  e n d s . "  L i o n e l  
R o b b i n s ,  An E s s a y  on N a t u r e  S i g n i f i c a n c e  o f  Bconomic  S c i e n c e  
(2nd  e d . ,  r e v . ;  London:  M a c m i l l a n  an d  C o . ,  L t d . ,  1 9 4 5 ) ,  p .  2 4 .
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i n v o l v e d  i n  t h e  s u p p l y  o f  f a c t o r s  o f  p r o d u c t i o n . 1
T h e r e  i s  a b o u n d a r y  p r o c e s s  c o n c e r n e d  w i t h  t h e  d e t e r m i n a ­
t i o n  o f  who g e t s  w h ic h  f a c t o r s  a t  w h a t  c o s t .  More p a r t i c u l a r l y ,  
t h e r e  i s  a n  i n p u t  o f  c a p i t a l  i n t o  t h e  economy a n d  a  r e t u r n  t o  
t h o s e  who d e c i d e  t o  r e l i n q u i s h  r e s o u r c e s  w h ic h  t h e y  c o n t r o l  f rom  
a l t e r n a t i v e  u s e s .  T h i s  d i r e c t l y  c o n c e r n s  c a p i t a l  m a r k e t s  and  t h e  
r e l a t i o n s  b e t w e e n  c a p i t a l ,  i n t e r e s t ,  a n d  r e l a t e d  v a r i a b l e s .
I n s t i t u t i o n s  s u c h  a s  h i g h e r  e d u c a t i o n  a n d  s c i e n c e  s p e c i a l ­
i z e  i n  p r o v i d i n g  kn o w led g e  a n d  t e c h n o l o g y  a t  one  b o u n d a r y  o f  t h e  
economy w h ic h  c o n c e r n s  i t s e l f  w i t h  p h y s i c a l  a s  w e l l  a s  c u l t u r a l  
an d  m o t i v a t i o n a l  r e s o u r c e s ,  t h e  s u p p l y  o f  w h ic h  i s  n o t  c o n t i n g e n t
upon  s h o r t - t e r m  eco n o m ic  s a n c t i o n s . 2 R a t h e r ,  i t  i s  g o v e r n e d  by  an
3
i n s t i t u t i o n a l i z e d  s y s t e m  o f  v a l u e s .  A t  a n o t h e r  b o u n d a r y ,  h o u s e ­
h o l d  a n d  e d u c a t i o n a l  i n s t i t u t i o n s  s u p p l y  l a b o r - - m o t i v a t e d  and  
s k i l l e d  i n d i v i d u a l s .
*See S m e l s e r ,  The S o c i o l o g y  o f  Economic  L i f e ,  p .  3 b .
2 Human r e s o u r c e s ,  i n  t e r m s  o f  a w e l l - e d u c a t e d  a n d  w e l l -  
t r a i n e d  w ork  f o r c e ,  a r e  t h e  key  t o  e c o n o m ic  d e v e l o p m e n t  a n y w h e r e .  
They  c o n s t i t u t e  an y  n a t i o n ' s  g r e a t e s t  fo rm  o f  c a p i t a l .  R e f e r r i n g  
t o  t h e  m i r a c l e  o f  A m e r i c a n  p r o s p e r i t y ,  S c h u l t z  w r i t e s :  "The  m o s t
d i s t i n c t i v e  f e a t u r e  o f  o u r  e c o n o m i c  s y s t e m  i s  t h e  g r o w th  i n  human 
c a p i t a l .  W i t h o u t  i t  t h e r e  w ou ld  be  o n l y  h a r d ,  m a n u a l  work  an d  
p o v e r t y  e x c e p t  f o r  t h o s e  who h a v e  incom e  f r o m  p r o p e r t y . "  S ee  
T h e o d o r e  W. S c h u l t z ,  " I n v e s t m e n t  i n  Human C a p i t a l , "  The A m e r ic a n  
Bconomic  R e v i e w .  L I  ( M a rc h ,  1 9 6 1 ) ,  16 .  On t h e  same s u b j e c t ,  a l s o  
see  J o h n  K e n n e t h  G a l b r a i t h ,  B conom ic  D e v e lo p m e n t  i n  P e r s p e c t i v e  
( C a m b r id g e :  H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 6 2 ) ,  p p .  8 - 9 .
3M c C l e l l a n d  s u g g e s t s  t h a t  s p e c i a l i z e d  s k i l l  and  s c i e n ­
t i f i c  e x p e r t i s e  a r e  a c h i e v e d  t h r o u g h  t h e  a c h i e v e m e n t - m o t i v e  w h ic h  
i s  i n c u l c a t e d  i n  t h e  c u l t u r a l  an d  i n s t i t u t i o n a l  a r r a n g e m e n t s  o f  
t h e  s o c i e t y .  I n  h i s  c o m p a r a t i v e  s t u d i e s  o f  t h e  a c h i e v e m e n t - m o t i v e  
a s  a c q u i r e d  i n  v a r i o u s  s o c i e t i e s ,  p a s t  and  p r e s e n t ,  h e  r e i n f o r c e s  
t h e  i n s t i t u t i o n a l  o r i g i n s  o f  i n d i v i d u a l  a c c o m p l i s h m e n t s .  S e e  
D a v i d  C . M c C l e l l a n d ,  The A c h i e v i n g  S o c i e t y  ( P r i n c e t o n ,  N. J . :
D. Van N o s t r a n d  & C o . ,  1 9 6 1 ) .
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The f o u r t h  b o u n d a r y  c o n c e r n s  t h e  i n t e g r a t i o n  o f  t h e  
economy,  w h e re  a v a i l a b l e  r e s o u r c e s  a r e  o r g a n i z e d  i n  t h e  p r o d u c ­
t i v e  p r o c e s s .  The i n d i v i d u a l  e n t r e p r e n e u r s ,  c o r p o r a t e  o r g a n i z a ­
t i o n s ,  and  g o v e r n m e n t  a g e n c i e s  p r o v i d e  t h e  f u n c t i o n a l  e l e m e n t s  
o f  t h i s  i n t e g r a t i o n  f o r  t h e  l o n g - t e r m  a p p o r t i o n i n g  o f  r e s o u r c e s  
i n  a c c o r d a n c e  w i t h  p r o d u c t i o n  o p p o r t u n i t i e s . *
C. I m p e r a t i v e s  o f  t h e  I n t e r c h a n g e  
The economy a c h i e v e s  t h e s e  b o u n d a r y  i n t e r c h a n g e s  t h r o u g h  
t h e  i n s t i t u t i o n a l  co m p lex  o f  c o n t r a c t ,  p r o p e r t y ,  t h e  e m p lo y m e n t -  
o c c u p a t i o n  s y s t e m ,  e t c . ^  The s o l i d a r i t y  o f  t h e  s y s t e m  i s  m a i n ­
t a i n e d  by k e e p i n g  i t s  t r a n s a c t i o n s  i n  l i n e  w i t h  c e r t a i n  i n t e g r a ­
t i v e  i m p e r a t i v e s ,  e . g . ,  by  p r o t e c t i n g  t h e  i n t e r e s t s  o f  t h e  
p a r t i e s  t o  c o n t r a c t u a l  r e l a t i o n s .  F o l l o w i n g  a r e  t h e  t y p e s  o f  
s o c i a l  c o n t r o l s  w h ich  p r o t e c t  t h e  b o u n d a r y - i n t e r c h a n g e s  b e t w e e n  
t h e  economy a n d  o t h e r  s u b s y s t e m s :
1.  Economic  r e w a r d s  and  d e p r i v a t i o n s . T h i s  r e f e r s  
t o  t h e  s y s t e m  o f  w a g e s ,  s a l a r i e s ,  and  p r o f i t s  t h a t  
c an  be  e m p lo y e d  i n  d e t e r m i n i n g  t h e  r o l e  d i s t r i b u t i o n  
i n  a s o c i e t y ,  t h e  r e c r u i t m e n t  o f  i n d i v i d u a l s  i n t o
M a r s h a l l  was p e r h a p s  t h e  e a r l i e s t  e c o n o m i s t  t o  c o n c e i v e  
o f  o r g a n i z a t i o n  a s  a f a c t o r  o f  p r o d u c t i o n .  S e e  A l f r e d  M a r s h a l l ,  
P r i n c i p l e s  o f  E c o n o m i c s ; An I n t r o d u c t o r y  Volume ( 8 t h  e d . ; New 
Y ork :  M a c m i l l a n  Company, 1 9 4 9 ) ,  p p .  1 3 8 - 1 3 9 .  T h i s  i s  a l s o  a t
t h e  c o r e  o f  t h e  e n t r e p r e n e u r i a l  f u n c t i o n ,  a s  e n v i s i o n e d  by  
S c h u m p e t e r :  "The e n t r e p r e n e u r ' s  f u n c t i o n  i s  t o  com bine  t h e  p r o ­
d u c t i v e  f a c t o r s ,  t o  b r i n g  them  t o g e t h e r . "  S e e  J o s e p h  A. 
S c h u m p e t e r ,  The T h e o r y  o f  Bconomic  D e v e l o p m e n t ; An I n q u i r y  i n t o  
P r o f i t ,  C a p i t a  1, C r e d i t ,  I n t e r e s t  an d  t h e  B u s i n e s s  C y c l e ,  H a r ­
v a r d  Bconomic  S t u d i e s ,  XLVI, t r a n s .  by  R e d v e r s  O p i e  ( C a m b r id g e :  
H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 3 4 ) ,  p .  7b .
^M oore ,  Bconomy and  S o c i e t y ,  p p .  9 - 1 5 .  A l s o ,  s e e  
P a r s o n s ,  " S y s t e m s  A n a l y s i s :  S o c i a l  S y s t e m s , "  p .  4b5 .
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t h e s e  r o l e s ,  and  t h e  d e g r e e  o f  e f f o r t  e l i c i t e d  
w i t h i n  t h e s e  r o l e s .
2 .  P o l i t i c a l  m e a s u r e s . T hese  i n c l u d e  p h y s i c a l  
c o e r c i o n ,  t h e  t h r e a t  o f  c o e r c i o n ,  i n f l u e n c e ,  b a r ­
g a i n i n g ,  t h e  p r o m i s e  o f  p o l i t i c a l  p o w e r ,  and  s o  on .
3 .  I n t e g r a t i v e  m e a s u r e s . One f o c u s  o f  i n t e g r a t i v e  
p r e s s u r e  i s  p a r t i c u l a r i s m ,  or  m e m b e rsh ip  i n  some 
a s c r i p t i v e  g r o u p .  . . . G ro u p  m e m b e rsh ip  may a l s o  
be  i m p o r t a n t  f o r  c o n t r o l l i n g  a p e r s o n  once  he ha s  
assum ed  a r o l e .  The key  f e a t u r e  o f  p a r t i c u l a r i s t i c  
s a n c t i o n s  o f  t h i s  s o r t  i s  t h a t  t h e  s a n c t i o n e r  a p p e a l s  
t o  t h e  i n t e g r a t i v e  t i e s  ( m e m b e r s h ip )  o f  t h e  a c t o r  i n  
q u e s t i o n .  . . .
4 .  V a lu e  c o m m i tm e n t s . I n  t h i s  c a s e  commitment  t o  
f u n d a m e n t a l  p r i n c i p l e s  i s  t h e  l e v e r  t h a t  i s  u s e d  t o  
i n d u c e  i n d i v i d u a l s  t o  e n t e r  r o l e s  and  b e h a v e  i n  c e r ­
t a i n  ways once  i n  them .  S p e c i f i c  a r e a s  i n  w h ic h  
f u n d a m e n t a l  v a l u e s  o p e r a t e  a s  s a n c t i o n s  a r e  i n  r e ­
l i g i o u s  d o c t r i n e ,  n a t i o n a l i s m ,  a n t i c o l o n i a l i s m ,  
s o c i a l i s m  and  communism, o r  any  c o m b i n a t i o n  o f  t h e s e .
T h ro u g h  a l l  t h e  b o u n d a r y - i n t e r c h a n g e s ,  t h e  economy f o r c e s  
t h e  s o c i e t a l  community  t o  r e l a t e  t o  t h e  p h y s i c a l  e n v i r o n m e n t .
More g e n e r a l l y ,  we c o n c e i v e  o f  t h e  economy a s  t h e  f u n c t i o n a l  s u b ­
s y s t e m  o f  a s o c i e t y  w h ic h  s p e c i a l i z e s  i n  p r o d u c i n g  and  a l l o c a t i n g  
f l u i d l y  d i s p o s a b l e  r e s o u r c e s  w i t h i n  t h e  s o c i e t y .
The e c o n o m y ' s  i n t e g r a t i o n  o f  f a c t o r s  o f  p r o d u c t i o n ,  p h y s i ­
c a l  a s  w e l l  a s  n o n p h y s i c a  l - - e  , g . , l a n d ,  l a b o r ,  c a p i t a l ,  an d  o r -  
g a n i z a t i o n - - i s  o s t e n s i b l y  t o  p r o d u c e  goods  and s e r v i c e s .  The 
s o c i o e c o n o m i c  e l e m e n t  i n  e c o n o m i c  a c t i v i t i e s  i s  n o t  t h e  p h y s i c a l  
o b j e c t s  o r  p h y s i c a l  b e h a v i o r  i n v o l v e d ,  a s  s u c h ,  b u t  r a t h e r  c e r ­
t a i n  ways o f  c o n t r o l l i n g  them:  i n  t h e  c a s e  o f  g o o d s ,  e s s e n t i a l l y
by p r o p e r t y  r i g h t s ;  i n  t h e  c a s e  o f  s e r v i c e s ,  by  t h e  k i n d  o f  
a u t h o r i t y  o r  power ov e r  t h e  p e r f o r m e r  t h a t  we a s s o c i a t e  w i t h  t h e
^Smelser, The S o c io lo g y  of Economic L i f e ,  p. 38.
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s t a t u s  o f  e m p l o y e r .
T h u s ,  t h e  s u b j e c t  o f  economy i n  g e n e r a l  an d  o f  t h e  e c o ­
nom ic  a s p e c t  o f  human b e h a v i o r  i n  p a r t i c u l a r  s h o u l d  n o t  be  a p ­
p r o a c h e d  i n  t e rm s  o f  t h e  c l a s s i f i c a t i o n  o f  o b j e c t s  o r  t h i n g s .
I t  i s  n o t  t h e  c o n c r e t e  o b j e c t ,  t h e  " t h i n g "  a s  s u c h ,  t a n g i b l e  o r  
i n t a n g i b l e ,  w h ic h  i s  t h e  b a s i s  o f  t h e  i n t e r e s t  i n  a p p r o p r i a t i o n .  
R a t h e r ,  i t  i s  t h e  u s e  t o  w h ic h  i t  c an  be  p u t .  I t  i s  n o t  t h e  
" t h i n g s "  w h ic h  a r e  a p p r o p r i a t e d  b u t  t h e  r i g h t s  t o  them.  The 
e c o n o m ic  o r d e r  i s  much more t h a n  a mere f u n c t i o n a l l y  r e l a t e d  
m echan ism  f o r  t h e  g e n e r a t i o n  and  a l l o c a t i o n  o f  goods  an d  s e r v i c e s .
I t  i s  a l s o  a n  i n e x t r i c a b l e  m echan ism  f o r  t h e  g e n e r a t i o n  o f  r i g h t s ,
2
power  an d  p r i v i l e g e s ,  l i f e - s t y l e  and  m o t ive s ."*
^ P a r s o n s ,  " S y s te m s  A n a l y s i s :  S o c i a l  S y s t e m s , "  p. 4o4 .
^ T h i s  i s  t h e  e s s e n c e  o f  t h e  W e b e r i a n  a p p r o a c h  t o  t h e  e c o ­
nomy. S e e  W eber ,  The T h e o r y  o f  S o c i a 1 an d  E conom ic  O r g a n i z a t i o n ,  
p p .  41 ,  <238-245. T h i s  i s  a l s o  w h e re  m o d e ls  o f  t r a d i t i o n a l  e c o ­
nom ic  t h e o r y  have  f a i l e d ,  b e c a u s e ,  a s  H e i l b r o n e r  s u g g e s t s ,  t h e y  
do n o t  s e e  t h a t  t h e  s o c i a l  u n i v e r s e  w h ic h  t h e y  a r e  a t t e m p t i n g  t o  
r e p r o d u c e  i n  a s e t  o f  e q u a t i o n s  i s  n o t  and  c a n n o t  be  a d e q u a t e l y  
d e s c r i b e d  by f u n c t i o n a l  r e l a t i o n s h i p s  a l o n e ,  b u t  m u s t  a l s o  an d  
s i m u l t a n e o u s l y  be d e s c r i b e d  a s  a s y s t e m  o f  p r i v i l e g e .  S e e  
H e i l b r o n e r ,  Be tween  C a p i t a l i s m  and S o c i a l i s r a ,  p .  122; and  
H e i l b r o n e r ,  "The L i m i t e d  R e l e v a n c e  o f  E c o n o m i c s , "  p. 89 .  S i m i ­
l a r l y ,  Hyde a r g u e s  t h a t  t r a d i t i o n a l  e co n o m ic  t h e o r y  a n a l y z e s  th e  
c o n su m e rs  and  e n t r e p r e n e u r s  n o t  a s  f l e s h  and  b l o o d  p e o p l e  i n  a l l  
t h e i r  u n i m a g i n a b l e  c o m p l e x i t y ,  no r  e v e n  a s  i n a n i m a t e  o b j e c t s  and  
m a t e r i a l s  w i t h  t h e  w e a l t h  o f  p h y s i c a l  a n d  c h e m i c a l  c h a r a c t e r i s t i c s  
we c a n  d i s c e r n  i n  them, b u t  a s  mere  c h e s s  p i e c e s  w i t h  a r t i f i c i a l  
p o w e r s ,  d e s i r e s ,  and  r e a c t i v e  p r o p e n s i t i e s  t i e d  a r o u n d  t h e i r  n e c k s  
by  t h e  e c o n o m i s t .  The i m p o r t a n t  q u e s t i o n  h e r e  i s  how v a l i d  a r e  
t h e s e  a n a l y s e s .  F o r  Hyde, t h e s e  a n a l y s e s  h a v e  r e l e v a n c e  o n l y  i n ­
s o f a r  a s  t h e  e c o n o m i s t  makes a s u c c e s s f u l  s e l e c t i o n ,  h i t t i n g  on 
j u s t  t h o s e  e l e m e n t s  i n  h i s  p i c t u r e  o f  t h e  r e a l  w o r l d  w h ic h  a r e  
i n d e e d  t h e  key  t o  i t s  w o r k i n g .  However,  t h i s  i s  a f u n c t i o n  o f  
s o c i a l  i m a g i n a t i o n  r a t h e r  t h a n  o f  t e c h n i c a l  s p e c i a l i z a t i o n ,  w h ic h  
i s  s o  much a c h a r a c t e r i s t i c  o f  modern  e c o n o m i c s .  S e e  F r a n c i s  E. 
Hyde an d  o t h e r s ,  A New P r o s p e c t  f o r  E c o n o m ic s ,  e d .  by  G . L . S .  
S h a c k l e  ( L i v e r p o o l ,  E n g l a n d :  L i v e r p o o l  U n i v e r s i t y  P r e s s ,  19t>3),
p p .  3 -2  4,  4 7 9 - 4 9 2 .
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D. I n d i v i s i b i l i t y  o f  t h e  S o c i a l  P r o c e s s  
A q u e s t i o n  o f  f u n d a m e n t a l  i m p o r t a n c e  i n  t h e  a n a l y s i s  o f  
e co n o m ic  a c t i v i t y  i s  t h a t  o f  t h e  m o t i v e s  t h a t  p ro m p t  t h e  p a r t i c i ­
p a t i o n  o f  i n d i v i d u a l s  a s  w e l l  a s  t h e  o r g a n i z a t i o n ,  and  t h e  e n d s  
t h e y  p u r s u e .  The m os t  e n d u r i n g  p o s t u l a t e  o f  t r a d i t i o n a l  e c o n o m ic  
t h e o r y  s u g g e s t s  t h a t  men a r e  r a t i o n a l  an d  s e l f - i n t e r e s t e d ,  and  
a r e  d e v o t e d  t o  t h e  e f f i c i e n t  p u r s u i t  o f  t h e i r  e n d s .  However ,  
d i s p u t e s  c o n c e r n i n g  t h e  i m p o r t a n c e  o f  e c o n o m ic  m o t i v e s  o r  f i n a n ­
c i a l  i n c e n t i v e s  a b o u n d  i n  c o n t e m p o r a r y  m o t i v a t i o n a l  l i t e r a t u r e . *  
The them es  o f  e c o n o m ic  man a n d  h i s  e co n o m ic  r a t i o n a l i t y  
a r e  g e n e r a l l y  u n d e r s t o o d  i n  t h i s  way: i f  an  i n d i v i d u a l  i s  p r e ­
s e n t e d  w i t h  a c h o i c e  i n  a n  e c o n o m ic  s e t t i n g ,  he  w i l l  b e h a v e  s o  
a s  t o  m ax im ize  h i s  p o s i t i o n .  One o f  t h e  m os t  fam ous  m o d e l s  i n  
e c o n o m i c s - - t h e  m ode l  o f  m a r g i n a l  ana  l y s i s - - c o n c e r n s  t h e  p r e d i c ­
t i o n  o f  t h e  q u a n t i t y  o f  a g i v e n  commodity  t h a t  a n  i n d i v i d u a l  f i r m  
w i l l  p r o d u c e  u n d e r  c o n d i t i o n s  o f  p e r f e c t  c o m p e t i t i o n .  The m ode l  
i s  p r i m a r i l y  d e r i v e d  f rom  t h e  theme o f  e co n o m ic  r a t i o n a l i t y .
^Moore,  Economy and  S o c i e t y ,  p .  16.
^ S m e l s e r ,  The S o c i o l o g y  o f  Econom ic  L i f e ,  p .  2 6 . S m e l s e r  
f u r t h e r  n o t e s  t h a t  t h e  p o s t u l a t e  o f  m a x i m i z a t i o n  ha s  h a d  many i n ­
t e l l e c t u a l  v a r i a t i o n s  and  r e f i n e m e n t s  i n  t h e  h i s t o r y  o f  e c o n o m i c  
t h o u g h t .  I n  t h e  c l a s s i c a l  t r a d i t i o n  o f  R i c a r d o  a n d  M i l l s ,  t h e  
p o s t u l a t e  t o o k  t h e  fo r m  o f  a n  a p p l i c a t i o n  o f  t h e  u t i l i t a r i a n  
p r i n c i p l e  o f  h e d o n i s t i c  c a l c u l u s ;  i n  t h e  s e v e r a l  d e c a d e s  t h e r e ­
a f t e r ,  t h e r e  was a p r e d o m in a n c e  o f  t h e  u t i l i t y  t h e o r y  o f  J e v o n s ,  
who t h o u g h t  o f  e c o n o m i c s  a s  a " m e c h a n i c s  o f  u t i l i t y  and  s e l f -  
i n t e r e s t " ;  a n d  i n  modern  t i m e s  t h e  i n d i f f e r e n c e  c u r v e  a n a l y s t s  
h a v e  a t t e m p t e d  t o  i r o n  o u t  some o f  t h e  d i f f i c u l t i e s  o f  t h e  e a r l i ­
e r  v e r s i o n s .  I b i d . I t  s h o u l d  be n o t e d  t h a t  i n  i t s  m o s t  g e n e r a l  
s e n s e  t h e  t h e o r y  o f  m a x im iz in g  b e h a v i o r  i s  a t a u t o l o g y .  I t  s i m p l y  
s a y s  t h a t  p e o p l e  do  w h a t  t h e y  t h i n k  i s  b e s t  a t  t h e  t i m e .  M ore­
o v e r ,  t h e  t h e o r y  o f  m a x im iz in g  b e h a v i o r  a n d  t r a d i t i o n a l  m a r g i n a l  
a n a l y s i s  t e n d  t o  assume t h a t  t h e  d e c i s i o n - m a k e r s  p o s s e s s  r e q u i r e d
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The o u t s t a n d i n g  d i s c o v e r y  o f  p a s t  a s  w e l l  a s  c u r r e n t  
b e h a v i o r a l  and  a n t h r o p o l o g i c a l  r e s e a r c h ,  h o w e v e r ,  i s  t h a t  m a n ' s  
economy,  a s  a r u l e ,  i s  s u b m er g ed  i n  h i s  s o c i a l  r e l a t i o n s h i p s .  
Man d o e s  n o t  a c t  p r i m a r i l y  t o  s a f e g u a r d  h i s  i n d i v i d u a l  e co n o m ic  
i n t e r e s t s  i n  t h e  p o s s e s s i o n  o f  m a t e r i a l  g o o d s .  R a t h e r ,  he  a c t s  
t o  s a f e g u a r d  h i s  s o c i a l  s t a n d i n g ,  h i s  s o c i a l  c l a i m s ,  an d  h i s  
s o c i a l  a s s e t s .  He v a l u e s  m a t e r i a l  goods  and  m o n e t a r y  r e w a r d s  
o n ly  i n s o f a r  a s  t h e y  s e r v e  t h i s  e n d .  N e i t h e r  t h e  p r o c e s s  o f  
p r o d u c t i o n  n o r  t h a t  o f  d i s t r i b u t i o n  i s  l i n k e d  t o  s p e c i f i c  e c o ­
nom ic  i n t e r e s t s  a t t a c h e d  t o  t h e  p o s s e s s i o n  o f  g o o d s ,  b u t  e v e r y  
s i n g l e  s t e p  i n  e a c h  p r o c e s s  i s  g e a r e d  t o  a number o f  s o c i a l  
i n t e r e s t s  w h ich  e v e n t u a l l y  e n s u r e  t h a t  t h e  r e q u i r e d  s t e p s  w i l l  
be t a k e n .  Of c o u r s e ,  t h e s e  i n t e r e s t s  i n  a s m a l l  h u n t i n g  or  
f i s h i n g  community  w i l l  be  e n t i r e l y  d i f f e r e n t  f r o m  t h o s e  i n  an  
i n d u s t r i a l  o r  a p o s t - i n d u s t r i a l  s o c i e t y ,  b u t  i n  g e n e r a l ,  t h e  
e c o n o m ic  s y s t e m  w i l l  be  r u n  on noneco n o m ic  m o t i v e s . *  The f a c t s
d e c i s i o n - m a k i n g  i n f o r m a t i o n .  However,  a s  B o u l d i n g  s u g g e s t s ,  t h e  
l a c k  o f  r e q u i r e d  i n f o r m a t i o n  i s  o f t e n  t h e  r e a l l y  c r i t i c a l  p r o b ­
lem, w h ic h  t h e  d e c i s i o n - m a k e r s  a l l e v i a t e  m o s t l y  by  t r i a l  an d  
e r r o r .  S e e  B o u l d i n g ,  B conom ics  a s  â  S c i e n c e . p p .  0 1 - 7 0 .  S i m i ­
l a r l y ,  A n th o n y  w r i t e s  t h a t  t h e  i n f o r m a t i o n  n e c e s s a r y  t o  a c h i e v e  
p r o f i t  m a x i m i z a t i o n  w h ic h  t h e  e c o n o m i s t  a ssum es  o b t a i n a b l e  i s  
i n d e e d  r a r e l y  a v a i l a b l e  t o  b u s i n e s s m e n .  See  R o b e r t  N. A n th o n y ,  
"Management A c c o u n t i n g  f o r  t h e  F u t u r e , "  S l o a n  Management  R ev iew ,  
X I I I  ( S p r i n g ,  1 9 7 2 ) ,  2 1 .  F u r t h e r m o r e ,  A n th o n y  w r i t e s  e l s e w h e r e  
t h a t  p r o f i t  m a x i m i z a t i o n  i s  n o t  a v a l i d  a s s u m p t i o n  t o  e x p l a i n  
how b u s i n e s s  a c t u a l l y  b e h a v e s  b e c a u s e  i t  i s  t o o  d i f f i c u l t  t o  
a c h i e v e .  S e e  R o b e r t  N. A n th o n y ,  "The T r o u b l e  w i t h  P r o f i t  M ax i ­
m i z a t i o n , "  H a r v a r d  B u s i n e s s  R ev iew ,  XXXVIII (N ovem ber -D ecem ber ,  
1 9 0 0 ) ,  1 2 0 -1 3 4 .  F o r  some e m p i r i c a l  e v i d e n c e  on t h e  A n thony  
h y p o t h e s i s ,  s e e  Jo h n  R . Meyer a n d  Edwin Kuh, The I n v e s t m e n t  
D e c i s i o n .  An E m p i r i c a l  S t u d y  ( C a m b r id g e :  H a r v a r d  U n i v e r s i t y
P r e s s ,  1 9 5 7 ) .
* K a r l  P o l a n y i ,  The G r e a t  T r a n s f o r m a t i o n  ( B o s t o n :  Beacon
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a r e  n e v e r  e x c l u s i v e l y  o r  p u r e l y  e c o n o m i c ;  o t h e r — a n d  o f t e n  more 
i m p o r t a n t - - a s p e c t s  a l w a y s  e x i s t ,  b e c a u s e  t h e  s o c i a l  p r o c e s s  i s  
r e a l l y  one i n d i v i s i b l e  w h o l e . *
P r e s s ,  1 9 5 7 ) ,  p .  46 .  However ,  w i t h  t h e s e  n o n e co n o m ic  e l e m e n t s  
t a k e n  a s  " g i v e n , "  t h e  c o n c e p t  o f  e c o n o m ic  r a t i o n a l i t y  a l l o w s  t h e  
e c o n o m i s t  t o  p r o c e e d  a s  i f  t h e  o n l y  i n d e p e n d e n t  v a r i a b l e s  were  
t h e  m e a s u r a b l e  c h a n g e s  i n  p r i c e s  a n d  i n c o m e s .  The w o r l d  o f  e c o ­
nom ic  t h e o r y  i s  t h e r e b y  s i m p l i f i e d ,  and  t h e  e c o n o m i s t  i s  f r e e  t o  
c r e a t e  e l e g a n t  t h e o r e t i c a l  s o l u t i o n s  t o  e co n o m ic  p r o b l e m s .  H e r e ,  
a s  S m e l s e r  s u g g e s t s ,  t h e  e c o n o m ic  a n a l y s i s  f a c e s  a d i lem m a:  t o
c r e a t e  t h e o r e t i c a l l y  a d v a n c e d  m o d e ls  w h ic h  o v e r s i m p l i f y  t h e  n o n ­
e c o n o m i c  w o r l d  o r  t o  t a k e  i n t o  a c c o u n t  t h e  c o m p l e x i t y  o f  t h e  
n o n e c o n o m ic  w o r l d  w h i l e  s a c r i f i c i n g  t h e  t h e o r e t i c a l  g e n e r a l i t y .
S e e  S m e l s e r ,  The  S o c i o l o g y  o f  E c o n o m i c  L i f e . p .  2 0 .  T h i s  d i l em m a  
i s  n o w h e r e  m o re  e v i d e n t  t h a n  i n  t h e  w o r k s  o f  P a u l  S a m u e l s o n ,
N obe l  l a u r e a t e ,  and  t h e  m os t  b r i l l i a n t  t h e o r i s t  i n  e c o n o m i c s  o f  
ou r  t i m e .  R e v ie w in g  S a m u e l s o n ' s  c o l l e c t e d  p a p e r s ,  A r row  s u g g e s t s  
t h a t  a c a r e f u l  e x a m i n a t i o n  o f  them,  on b o t h  t h e o r y  an d  p o l i c y ,  
" y i e l d s  o n l y  t h e  m os t  o b l i q u e  s u g g e s t i o n s  t h a t  n e o c l a s s i c a l  p r i c e  
t h e o r y  i s  d e s c r i p t i v e  o f  t h e  r e a l  w o r l d .  Of c o u r s e ,  t h e r e  i s  no 
f l a t  d e n i a l ,  b u t  S a m u e l s o n ' s  a t t i t u d e  i s  c l e a r l y  g u a r d e d . "  S e e  
K e n n e th  J .  A r row ,  " S a m u e l s o n  C o l l e c t e d , "  The J o u r n a 1 o f  P o l i t i c a 1 
Economy, LXXV ( O c t o b e r ,  1 9 0 7 ) ,  7 3 3 .  A l s o ,  s e e  Ben B. S e l i g r o a n ,
"On t h e  Q u e s t i o n  o f  O p e r a t i o n a l i s m , " The A m e r ic a n  Economic  R ev iew ,  
LVII (M arch ,  1 9 0 7 ) ,  1 4 0 - l c l .  B o th  a r e  a r t i c l e - l e n g t h  r e v i e w s  o f  
The C o l l e c t e d  S c i e n t i f i c  P a p e r s  o f  P a u 1 A. S a m u e l s o n ,  e d .  by 
J o s e p h  E .  S t i g l i t z  (2 v o l s . ;  C a m b r id g e :  MIT P r e s s ,  1 9 0 0 ) .
S a m u e l s o n ' s  w ork  h a s  b e e n  m e n t i o n e d  h e r e  p r i m a r i l y  b e c a u s e ,  more 
t h a n  any  o t h e r  e c o n o m i s t  i n  modern  t i m e s ,  he h a s  b e e n  r e s p o n s i b l e  
f o r  r i g o r o u s l y  t h e o r i z i n g  upon  t h e  s u b j e c t  an d  h a s  p r o v i d e d  a 
d e f i n i t i v e  work  o f  f o u n d a t i o n s .  L ik e  a l l  d e f i n i t i v e  e n d e a v o r s ,  
h i s  work  i s  a l s o  a d e f i n i t e  t a r g e t .  On t h e  o t h e r  s i d e  o f  t h e  
a r g u m e n t ,  h o w e v e r ,  J o h n s o n  b e l i e v e s  t h a t  th e  i n t r o d u c t i o n  o f  
r i g o r o u s  m a t h e m a t i c a l  t e c h n i q u e s  ha s  g r e a t l y  a d v a n c e d  e c o n o m ics  
i n t o  b e i n g  a s o c i a l  s c i e n c e ,  a n d  t h a t  b e c a u s e  o f  i t  e c o n o m i c s  i s  
more an d  n o t  l e s s  c a p a b l e  o f  i l l u m i n a t i n g  s o c i a l  q u e s t i o n s .  See  
H a r r y  G. J o h n s o n ,  "The Bconomic  A p p ro a c h  t o  S o c i a l  Q u e s t i o n s , "
The P u b l i c  I n t e r e s t .  Summer,  19o8, p .  6 8 .  However,  a c c o r d i n g  t o  
A n th o n y ,  t h e  eco n o m ic  m o d e l s  h a v e  r e n d e r e d  a s e r i o u s  d i s s e r v i c e  t o  
t h e  d e v e l o p m e n t  o f  management a c c o u n t i n g  b e c a u s e  t h e y  f o c u s  a t t e n ­
t i o n  on t h e  wrong  t h i n g s .  S e e  A n th o n y ,  "Management A c c o u n t i n g  
f o r  t h e  F u t u r e , "  p .  2 9 .
^•Schumpeter, The Theory o f Economic Developm ent, p. 3.
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E. Econom ic  R a t i o n a l i t y  a s  a n  I n s t i t u t i o n a l i z e d  V a lu e
I t  i s  o n ly  when we t a k e  t h e  p e r s p e c t i v e  o f  t h e  s o c i e t y  
a s  an  i n d i v i s i b l e  w h o le  t h a t  we r e a l i z e  t h a t  human b e h a v i o r  i n  
i t s  e co n o m ic  a s p e c t  i s  n o t  a n  a c t  o f  e c o n o m ic  r a t i o n a l i t y .
R a t h e r ,  i t  i s  " a n  a c t  o f  b a l a n c i n g  a l t e r n a t i v e  and  o f t e n  c o n ­
f l i c t i n g  i n d e p e n d e n t  human o b j e c t i v e s  i n  t h e  f a c e  o f  t h e  c h a n g ­
i n g  r a n g e  o f  a l t e r n a t i v e s  men p e r c e i v e  t o  be  open t o  t h e m ." *
Men s e e k  n o t  m e r e l y  e c o n o m i c  a d v a n t a g e ,  b u t  p e r s o n a l  an d  n a t i o n a l  
power a s  w e l l ;  n o t  m e r e l y  t h e  a d v e n t u r e ,  b u t  s e c u r i t y  and  c o n ­
t i n u i t y  o f  s o c i a l  and  c u l t u r a l  e x p e r i e n c e ;  a n d  n o t  m e r e l y  p e r ­
s o n a l  e x p r e s s i o n ,  b u t  t h e  j o y s  o f  f a m i l y  and  f r i e n d s h i p .  T h i s  
v iew  o f  t h e  human c o n d i t i o n - - a  v iew  w h ic h  r e g a r d s  man a s  a com­
p l e x  h o u s e h o l d  r a t h e r  t h a n  a m a x i m i z i n g  u n i t - - l e a d s  t o  a s u c c e s ­
s i o n  o f  p a t t e r n s  o f  c h o i c e  b e h a v i o r .  However,  t h e s e  p a t t e r n s  
v a r y  i n  t h e i r  b a l a n c e ,  w h ic h  i s  g e n e r a l l y  made w i t h i n  t h e  f r a m e ­
work  p e r m i t t e d  by  t h e  c h a n g i n g  s e t t i n g  o f  s o c i e t y ,  a s e t t i n g  
w h ich  i s  t h e  p r o d u c t  o f  b o t h  o b j e c t i v e  m a t e r i a l  c o n d i t i o n s  and  
o f  t h e  p r i o r  c h o i c e s  made by men."*
*Rostow, The P r o c e s s  o f  Bconom ic  G row th ,  p .  330 .  T h i s  i s  
R o s t o w ' s  a n s w e r — h i s  famous  " n o n - c o m m u n i s t  m a n i f e s t o " - - t o  Marx.  
From t h i s  v iew  o f  how i n d i v i d u a l s  a c t ,  he s u g g e s t s  t h a t  t h e  p e r ­
f o r m a n c e  o f  s o c i e t i e s  i s  n o t  u n i q u e l y  d e t e r m i n e d  by  th e  l o c u s  o f  
p r o p e r t y - o w n e r s h i p  o r  by th e  n a t u r e  o f  t h e  p r o d u c t i o n  t e c h n i q u e  
a s  c o n c e i v e d  i n  t h e  M a r x ia n  sch e m e .  R a t h e r ,  t h e  s e c t o r a l  i n t e r ­
a c t i o n  i n  s o c i e t y  i s  m u t u a l ,  and  a l l  s e c t o r s  have  t h e i r  own 
a u t h e n t i c  i m p a c t  on t h e  e v o l u t i o n  o f  s o c i e t i e s ,  i n c l u d i n g  t h e i r  
e co n o m ic  e v o l u t i o n .  Noneconomic  s e c t o r s  a r e  n o t ,  a s  Marx s u g ­
g e s t e d ,  a s u p e r s t r u c t u r e  d e r i v e d  f r o m  t h e  economy.  I b i d . A l s o ,  
s e e  W. W, R ostow,  The S t a g e s  o f  E conom ic  G ro w th : Â Non-Communis t
M a n i f e s t o  (C a m b r id g e ,  E n g l a n d :  C am b r id g e  U n i v e r s i t y  P r e s s ,  1 9 6 3 ) ,
f o r  f u r t h e r  e l a b o r a t i o n  o f  t h i s  th e m e .
“̂ Rostow, The P r o cess  o f  Economic Growth, p. 330.
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As we a l r e a d y  have  s e e n  i n  ou r  a n a l y s i s  o f  t h e  b o u n d a r y -  
i n t e r c h a n g e ,  v a r i o u s  s u b s y s t e m s  o f  t h e  s o c i e t y  i n t e r a c t .  C u l t u r e ,  
s o c i e t a l  com m uni ty ,  p o l i t y ,  a n d  economy: e a c h  r e f l e c t s  d i f f e r e n t
f a c e t s  o f  human a s p i r a t i o n ,  and  e a c h  h a s  i t s  own a u t h e n t i c  i m p a c t  
on t h e  t o t a l  human b e h a v i o r .  T h u s ,  human b e h a v i o r  i s  c h a r a c t e r i z e d  
by t h e  i n t e r p l a y  o f  many n o n eco n o m ic  v a r i a b l e s .  How, t h e n ,  do  we 
r e c o n c i l e  t h e  e x i s t e n c e  o f  e c o n o m ic  r a t i o n a l i t y ,  i f  a n y ,  i n  a t  
l e a s t  t h e  e c o n o m i c  a s p e c t  o f  human b e h a v i o r ?  Moore p r o v i d e s  an  
a d m i r a b l e  p e r s p e c t i v e  on t h e  eco n o m ic  a s p e c t s  o f  human b e h a v i o r  
i n  t h e  f o l l o w i n g  b r i e f  d e s c r i p t i o n :
1. The b e h a v i o r  o f  e co n o m ic  man may i n  f a c t  be 
a p p r o x i m a t e d  w i t h i n  f a i r l y  n a r r o w  s e c t o r s  o f  t h e  
s o c i a l  o r d e r ,  and o r i e n t e d  to w a r d  en d s  t h a t  by 
d e f i n i t i o n  i n  t h e  p a r t i c u l a r  s o c i a l  o r d e r  a r e
s e I f - i n t e r e s t e d .
2.  The c o n c r e t e  b e h a v i o r  o f  t h e  s o c i a l  i n d i v i d u a l ,  
i n c l u d i n g  t h a t  o f  t h e  b u s i n e s s m a n  o r  l a b o r e r  i n  an 
e c o n o m ic  c o n t e x t ,  i s  l i k e l y  t o  i n c l u d e  e l e m e n t s  o f  
i r r a t i o n a l  and  n o n - r a t i o n a l  b e h a v i o r ,  c a p a b l e  o f  
b e i n g  u n d e r s t o o d  w i t h i n  t h e  b r o a d e r  f r am e w o rk  o f  
th e  n o r m a t i v e  o r d e r  o f  s o c i e t y .
3 .  S o c i a l l y  e f f e c t i v e  m o t i v e s  a r e  i n  f a c t  p r i m a r i l y  
o f  s o c i a l  o r i g i n ,  i n c u l c a t e d  t h r o u g h  s o c i a l i z a t i o n  
o f  t h e  y o u n g ,  and  u s u a l l y  c o n s i s t e n t  w i t h  t h e  u l t i ­
mate  v a l u e s  h e l d  i n  t h e  s o c i e t y .
4 .  The a p p r o v e d  and  m a r k e t - s a n c t i o n e d  a c q u i s i t i v e ­
n e s s ,  c h a r a c t e r i s t i c  o f  i n d u s t r i a l  c a p i t a l i s m ,  has 
i n  f a c t  had  i t s  g r e a t e s t  e x t e n s i o n  i n  t h a t  e c o n o m ic  
o r d e r ,  a n d ,  i n  i t s  p a r t i c u l a r  q u a l i t i e s  and  d e g r e e ,  
c a n n o t  be  r e g a r d e d  a s  a u n i v e r s a l  p r i n c i p l e  o f  
human m o t i v a t i o n .  1
* In  t h e  W es t ,  m a t e r i a l  c o m f o r t ,  p r o g r e s s ,  e f f i c i e n c y ,  and  
s e c u r i t y  have  b e en  t h e  p r i n c i p a l  v a l u e  o r i e n t a t i o n  w h ic h  s t r o n g l y  
h e l p e d  t h e  i n s t i t u t i o n a l i z a t i o n  o f  t h e  a c q u i s i t i v e  c h a r a c t e r i s t i c s  
o f  i n d u s t r i a l  c a p i t a l i s m .  Fo r  e x a m p l e ,  some b e l i e v e  t h a t  " m a t e ­
r i a l  c o m f o r t ,  and  i t s  c o h o r t  in co m e ,  i s  p r o b a b l y  t h e  most  famous  
v a l u e  o r i e n t a t i o n  a t t r i b u t e d  t o  t h e  A m e r ic a n  s y s t e m . "  See
17b
5 . The v e r y  r e a l  e c o n o m i c  r a t i o n a l i t y  t o  be  f o u n d ,  
f o r  e x a m p l e ,  i n  p r i m i t i v e  an d  p e a s a n t  s o c i e t i e s  
i s  o r i e n t e d  t o w a r d  somewhat  d i f f e r e n t  g o a l s  an d  i s  
l i m i t e d  by w i d e l y  v a r y i n g  i n s t i t u t i o n a l  c o n t e x t s .
o .  I t  i s  a s e r i o u s  m i s t a k e  t o  e q u a t e  e c o n o m i c  i n ­
c e n t i v e s  w i t h  m a t e r i a l i s t i c  g o a l s .  Man d o e s  n o t  
l i v e  by  b r e a d  a l o n e ,  b u t  i n  a h i g h l y  d e v e l o p e d  
m a r k e t  s y s t e m ,  money d o e s  n o t  buy b r e a d  a l o n e .
The e f f i c a c y  o f  f i n a n c i a l  i n c e n t i v e s  i s  l i k e l y  
t o  be p r o p o r t i o n a l  t o  t h e  r a n g e  o f  i n d i v i d u a l  and  
g r o u p  i n t e r e s t s  and  v a l u e s  t h a t  can  be  s a t i s f i e d  
t h r o u g h  t h e  u s e  o f  money.  W ith  t h e  s t e a d y  e x t e n ­
s i o n  o f  t h e  m a r k e t  t o  i n c l u d e  a l l  s o r t s  o f  s e r v i c e s  
f o r m e r l y  p e r f o r m e d  on t h e  b a s i s  o f  k i n s h i p  o b l i g a ­
t i o n s  or n e i g h b o r l y  r e c i p r o c i t y ,  m o n e t a r y  i n c e n t i v e s  
a r e  of  g r o w in g  i m p o r t a n c e  i n  modern  s o c i e t i e s .
7 .  The p r e v i o u s  p o i n t  i s  n o t  a t  a l l  n e g a t e d  by  i n ­
c r e a s e d  i n t e r e s t  i n  n o n - e c o n o m ic  a s p e c t s  o f  human 
b e h a v i o r  and  m o t i v a t i o n  i n  a n  e co n o m ic  c o n t e x t  
( t h e  f a c t o r y ,  o f f i c e ,  s t o r e ) .  In  m o s t  s o c i a l  s i t u a ­
t i o n s ,  e v e n  a t  t h e  m a r k e t  o r  w o r k p l a c e ,  t h e  i n d i ­
v i d u a l  d o e s  n o t  c h o o s e  b e tw e e n  e c o n o m i c  a n d  n o n ­
e c o n o m ic  g o a l s  or  i n c e n t i v e s .  Many i n t e r e s t s  may 
be  s e r v e d  c o n c u r r e n t l y  and  c u s t o m a r i l y  a r e . *
A n a ly z e d  f ro m  t h i s  p e r s p e c t i v e ,  e c o n o m i c  r a t i o n a l i t y  
becomes a n  i n s t i t u t i o n a l i z e d  v a l u e .  More t h a n  a m ere  p s y c h o ­
l o g i c a l  p o s t u l a t e ,  i t  now becomes a s t a n d a r d  o f  b e h a v i o r  t o  
w h ich  p e o p l e  c an  c o n fo rm  o r  f ro m  w h ich  t h e y  d e v i a t e .  T h i s  p r o ­
v i d e s  t h e  s o c i a l  m e a n in g  o f  m a n ' s  e co n o m ic  b e h a v i o r . ~  In  t h i s
Lowry N e l s o n ,  C h a r l e s  E.  Ramsey, and  C o o l i e  V e r n e r ,  Community 
S t r u c t u r e  and  Change  (New Y ork :  M a c m i l l a n  Company, 1 9 b 0 ) ,  p .
10b . However ,  t h e s e  s o c i o l o g i s t s  f u r t h e r  s u g g e s t  t h a t  i t  was 
n o t  a t  a l l  c e r t a i n  i f  m a t e r i a l  c o m f o r t  was a u n i v e r s a l  g o a l  o r  
one t h a t  i s  e a s i l y  a r o u s e d  e v e r y w h e r e .  I b i d . S i m i l a r  s u g g e s ­
t i o n s  a l s o  have  b e e n  made by  B a u e r ,  who h a s  d e v e l o p e d  t h i s  theme 
o f  d i f f e r e n c e s  t h a t  e x i s t  i n  a v a r i e t y  o f  p e o p l e  a n d  wha t  i m p e r a ­
t i v e s  t h e y  p r o v i d e  f o r  t h e  s t r a t e g y  o f  e co n o m ic  d e v e l o p m e n t .  See  
B a u e r ,  D i s s e n t  on D e v e l o p m e n t . ( T h i s  f o o t n o t e  i s  ad d ed  h e r e . )
*Moore,  Economy a n d  S o c i e t y ,  p p .  l b - 1 8 .
^ S m e l s e r ,  The S o c i o l o g y  o f  Econom ic  L i f e ,  p p .  3 4 - 3 5 .  
Over  t h e  y e a r s ,  t h e  c o n c e p t  o f  e c o n o m ic  r a t i o n a l i t y  h a s  e v o l v e d
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c o n t e x t ,  i t  a l s o  becomes one o f  t h e  p o w e r f u l  weapons  i n  t h e  a rm o ry  
o f  s o c i a l  c o n t r o l .
The i m p a c t  o f  i n s t i t u t i o n a l  c o n d i t i o n s  now becomes  more 
e v i d e n t .  They f u n c t i o n  t o  i n t e g r a t e  t h e  i s o l a t e d  e c o n o m ic  a c t  o r  
t h e  p a r t i c u l a r  e c o n o m ic  o r g a n i z a t i o n  i n t o  t h e  f a b r i c  o f  t h e  n o rm a ­
t i v e  o r d e r  o f  s o c i e t y . *  The i n s t i t u t i o n s  s o  d e f i n e  t h e  s i t u a t i o n  
t h a t  s e l f - i n t e r e s t e d  a c t i o n  a l s o  f u l f i l l s  t h e  e x p e c t a t i o n s  o f  
s o c i e t y .  I t  i s  t h e  i n s t i t u t i o n a l  f r am e w o rk  o f  e c o n o m i c  s y s t e m s  
and  o f  t h e  m o t i v a t i o n s  o f  t h e  p a r t i c i p a n t s  t h a t  s e t s  a f o r m a l  
a n a l y s i s  o f  t h e  eco n o m ic  a s p e c t s  o f  human b e h a v i o r  w i t h i n  t h e
i n t o  a m a n y - s i d e d  v a l u e ,  and  ha s  b e e n  a t t r i b u t e d  many i n t e r p r e ­
t a t i o n s .  S m e l s e r  e n u m e r a t e s  t h e  f o l l o w i n g  f o u r  i n t e r p r e t a t i o n s ,  
o f  w h ich  some a r e  more a c c e p t a b l e  t h a n  o t h e r s :  ( 1 )  P s y c h o l o g i -
c a l  p o s t u l a t e . As a m a t t e r  o f  p s y c h o l o g i c a l  f a c t ,  m a t e r i a l  
s a t i s f a c t i o n s  a r e  t h e  s o l e  m o t i v a t i n g  f a c t o r  i n  m a n ' s  e x i s t e n c e ,  
an d  h e  c h o o s e s  r a t i o n a l l y  o n l y  among t h e s e  m a t e r i a l  s a t i s f a c t i o n s .  
( 2 )  B e h a v i o r a l  p o s t u l a t e . A l t h o u g h  e c o n o m ic  r a t i o n a l i t y  may n o t  
be  t h e  t o t a l  p s y c h o l o g y  o f  man, b e h a v i o r a l l y  man a c t s  r a t i o n a l l y  
when f a c e d  w i t h  a n  eco n o m ic  s i t u a t i o n .  T h a t  i s ,  a l t h o u g h  men i n  
a l l  s o c i e t i e s  e c o n o m i z e ,  t h e  number  an d  k i n d s  o f  s i t u a t i o n s  i n  
w h ic h  t h e y  e c o n o m i z e  a r e  e x t r e m e l y  v a r i a b l e .  ( 3 )  I n v e s t i g a t i v e  
d e v i c e  f o r  c o n c e p t u a l  s i m p l i f i c a t i o n . An a n a l y s t  c a n  t a k e  e c o ­
nom ic  r a t i o n a l i t y  a s  a s e t  o f  a s s u m p t i o n s  t o  s i m p l i f y  a n d  manage 
t h e  enorm ous  m o t i v a t i o n a l  v a r i a b i l i t y  o f  t h e  e m p i r i c a l  w o r l d ,  
and  t h e n  r e j e c t  i t  i f  he f i n d s  i t  u n h e l p f u l  i n  a n a l y z i n g  t h e  
s c i e n t i f i c  p r o b l e m s  he f a c e s .  ( 4 )  I n s t i t u t i o n a l i z e d  v a l u e . As 
d i s c u s s e d  ab o v e  i n  t h e  t e x t .  I b i d . S e e  a l s o  W a l t e r  A. W e i s s k o p f ,  
The P s y c h o l o g y  o f  Econom ics  ( C h i c a g o :  U n i v e r s i t y  o f  C h i c a g o
P r e s s ,  1 9 5 5 ) ,  p p .  3 - 1 5 .
*Th is  i s  t h e  b a s i c  theme o f  Adam S m i t h ' s  c e l e b r a t e d  
" i n v i s i b l e  h a n d . "  I t  i s  t h i s  i n v i s i b l e  hand  w h i c h  c o o r d i n a t e s  
i s o l a t e d  a c t s  o f  i n d i v i d u a l s  who n e i t h e r  i n t e n d  t o  p ro m o te  t h e  
p u b l i c  i n t e r e s t  n o r  do  t h e y  know t h a t  t h e y  p ro m o te  i t  s o  a b u n ­
d a n t l y .  I t  i s  t h e  i n s t i t u t i o n  o f  f r e e  e x c h a n g e ,  a i d e d  by  i n d i ­
v i d u a l i s m ,  r a t i o n a l i t y ,  p e r f e c t  i n f o r m a t i o n ,  and  r a t i o n a l  c h o i c e ,  
t h a t  makes t h e  f u n c t i o n  o f  t h e  i n v i s i b l e  h a n d  p o s s i b l e .  S ee  
Adam S m i t h ,  The Wea1th  o f  N a t i o n s  (New York :  Modern L i b r a r y ,
1 9 3 7 ) ,  p .  423 .
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c o n t e x t  o f  t h e  s t r u c t u r e  and  o p e r a t i o n  o f  s o c i e t i e s .
F .  The I n t e g r a t i v e  F u n c t i o n  o f  t h e  I n s t i t u t i o n s  
F o r m a l l y  d e f i n e d ,  i n s t i t u t i o n s  a r e  " t h e  ways i n  w h ic h  t h e  
v a l u e - p a t t e r n s  o f  t h e  common c u l t u r e  o f  a s o c i a l  s y s t e m  a r e  i n t e ­
g r a t e d  i n  t h e  c o n c r e t e  a c t i o n  o f  i t s  u n i t s  i n  t h e i r  i n t e r a c t i o n  
w i t h  e a c h  o t h e r  . . . T h i s  m u t u a l  i n t e r a c t i o n  i s  a c h i e v e d  by
d e f i n i n g  t h e  r o l e  e x p e c t a t i o n s  an d  o r g a n i z i n g  t h e  m o t i v a t i o n .  In  
g e n e r a l ,  t h e y  g u i d e  human b e h a v i o r  i n  s o c i a l  r e l a t i o n s h i p s  f o r  
p e o p l e  i n  i n t e r a c t i o n  w i t h  e a c h  o t h e r  a s  members o f  t h e  s o c i e t y .
V a l u e s  p r o v i d e  a b r o a d  d i r e c t i o n  o f  s o c i e t a l  a c t i o n ,  b u t  
t h e y  do  n o t  t e l l  t h e  i n d i v i d u a l  w ha t  t o  d o  i n  a g i v e n  s i t u a t i o n  
b e c a u s e  t h e y  a r e  t o o  g e n e r a l  and  t o o  u n d i f f e r e n t i a t e d  w i t h  r e s p e c t  
t o  t h e  i n t e r n a l  s t r u c t u r e  o f  t h e  s o c i a l  s y s t e m .  R a t h e r ,  t h e y  a r e
*Moore,  Sconomy a n d  S o c i e t y ,  p .  18.  S i m i l a r l y ,  B a r n a r d  
l e g i t i m i z e s  money r e t u r n s - - t h e  p r o f i t  m a x i m i z a t i o n - - w i t h i n  t h e  
l a r g e r  o r g a n i z a t i o n a l  p u r p o s e  o f  t h e  b u s i n e s s  f i r m .  An o r g a n i z a ­
t i o n  i s  d e f i n e d  by  t h e  p r im a c y  o f  a t y p e  o f  g o a l .  The f o c u s  o f  
i t s  v a l u e  s y s t e m  m us t  be t h e  l e g i t i m a t i o n  o f  t h i s  g o a l  i n  t e r m s  
o f  t h e  f u n c t i o n a l  s i g n i f i c a n c e  o f  i t s  a t t a i n m e n t  f o r  t h e  s u p e r ­
o r d i n a t e  s y s t e m .  T h e r e  i s  a l s o  a l e g i t i m a t i o n  o f  t h e  p r i m a c y  o f  
t h i s  g o a l  o v e r  o t h e r  p o s s i b l e  i n t e r e s t s  and  v a l u e s  o f  t h e  o r g a n i ­
z a t i o n  o r  i t s  members .  T h u s ,  t h e  v a l u e  s y s t e m  o f  a b u s i n e s s  f i r m  
i n  o u r  s o c i e t y  i s  a v e r s i o n  o f  e co n o m ic  r a t i o n a l i t y  w h ic h  l e g i t i ­
m iz e s  t h e  g o a l  o f  e co n o m ic  p r o d u c t i o n ,  and  t h e  e f f i c i e n t  u t i l i z a ­
t i o n  o f  r e s o u r c e s  t o w a r d  t h i s  g o a l .  T h i s  i s  w h a t  B a r n a r d  means 
by  t h e  o r g a n i z a t i o n a l  p u r p o s e .  F o r  t h e  b u s i n e s s  f i r m ,  money r e ­
t u r n  i s  a p r i m a r y  m e as u re  a n d  symbol  o f  s u c c e s s ,  a n d  i s  t h u s  a 
p a r t  o f  t h e  g o a 1 - s t r u c t u r e  o f  t h e  o r g a n i z a t i o n ,  b u t  i t  c a n n o t  be  
t h e  p r i m a r y  o r g a n i z a t i o n a l  g o a l  b e c a u s e  p r o f i t - m a k i n g  i s  n o t  by 
i t s e l f  a f u n c t i o n  i n  b e h a l f  o f  t h e  s o c i e t y  a s  a s y s t e m .  S e e  
C h e s t e r  I .  B a r n a r d ,  The F u n c t i o n s  o f  a n  E x e c u t i v e  ( C a m b r id g e :  
H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 5 8 ) ,  c h s . i v  a n d  v i i ;  and  P a r s o n s ,  
S t r u c t u r e  and  P r o c e s s  i n  Modern S o c i e t i e s ,  p p .  1 6 - 2 2 .
^Parsons and S m elser ,  Economy and S o c i e t y ,  p. 102.
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i n d e p e n d e n t  o f  t h e  s p e c i f i c  c o n t e n t  o f  s y s t e m  s t r u c t u r e ,  s i t u a t i o n  
o r  g o a l s . * I n s t i t u t i o n s ,  on t h e  o t h e r  h a n d ,  a r e  n o r m a t i v e  p a t t e r n s  
t h a t  d e f i n e  t h e  e x p e c t e d  a c t i o n - - b y  p r e s c r i p t i o n ,  p e r m i s s i o n  o r  
p r o h i b i t i o n - - o n  th e  p a r t  o f  p e r s o n s  s i t u a t e d  i n  d i f f e r e n t  s t a t u s e s  
an d  c o n d i t i o n s  w i t h i n  t h e  s y s t e m .  They command a n  a c t i o n  by  s e t ­
t i n g  l i m i t s  w i t h i n  w h ic h  s a n c t i o n s  w i l l  b e  a p p l i e d  i f  t h e  e x p e c t a ­
t i o n s  a r e  n o t  f u l f i l l e d .
By b a l a n c i n g  p e r f o r m a n c e s  a g a i n s t  s a n c t i o n s ,  t h e  i n s t i ­
t u t i o n s  p r o v i d e  c o n d i t i o n s  o f  m a i n t a i n i n g  a n  e q u i l i b r i u m  i n  t e r m s  
o f  m e e t i n g  t h e  f u n c t i o n a l  p r e r e q u i s i t e s  o f  t h e  s y s t e m  u n d e r  more 
o r  l e s s  t y p i c a l  s t a t e s .  T h u s ,  t h e  i n s t i t u t i o n s  r e l a t e  s o c i e t y ' s  
v a l u e - p a t t e r n s  t o  t h e  r e a l  a c t i o n  p r o c e s s e s  o f  s o c i a l  b e h a v i o r .
The m os t  f u n d a m e n t a l  f u n c t i o n  o f  t h e  i n s t i t u t i o n s  i s  t h e r e f o r e  
t o  r e g u l a t e  s o c i a l  r e l a t i o n s .
T h e r e  a r e  two m a in  a s p e c t s  o f  t h i s  r e g u l a t i o n :  t h e  m a i n ­
t e n a n c e  o f  r e l a t i v e  c o n f o r m i t y  w i t h  t h e  f o r m a t i v e  r e q u i r e m e n t s  
o f  t h e  v a l u e - p a t t e r n ,  an d  t h e  m a i n t e n a n c e  o f  r e l a t i v e  c o n s i s t e n c y  
i n  t h e  i n s t i t u t i o n a l i z e d  p a t t e r n s  t h e m s e l v e s ,  b o t h  i n  t e r m s  o f  
g e n e r a l i t y  o f  a p p l i c a t i o n  and  i n  t e r m s  o f  t h e  d i f f e r e n t  f i e l d s  or 
r a n g e  o f  a p p l i c a t i o n . ^  In  b o t h  t h e s e  s e n s e s ,  i n s t i t u t i o n s  p r i ­
m a r i l y  p r o v i d e  t h e  i n t e g r a t i v e  f u n c t i o n  t o  t h e  s o c i a l  s y s t e m .
^ P a r s o n s ,  S t r u c t u r e  an d  P r o c e s s  i n  Modern S o c i e t i e s ,
P .  178.
^Parsons and S m elser ,  Economy and S o c ie t y ,  pp. 102-103 .
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G. C a p i t a l i s m  and  t h e  R a t i o n a l i t y  o f  t h e  West 
Max W eber ,  more t h a n  an y  o t h e r  s o c i a l  s c i e n t i s t  i n  t h e  
l a s t  <>00 y e a r s ,  t r i e d  t o  d e v e l o p  a c o m p r e h e n s i v e  i n s t i t u t i o n a l  
f r a m e w o rk  o f  e co n o m ic  a c t i o n .  I n  h i s  c o n c e p t u a l  schem e ,  Weber 
saw modern  W e s t e r n  c a p i t a l i s m  a s  a c o n f i g u r a t i o n  o f  i n s t i t u t i o n s  
w h i c h ,  by t h e  l o g i c  o f  t h e i r  own r e q u i r e m e n t s ,  i n c r e a s i n g l y  
n a r r o w e d  t h e  r a n g e  o f  e f f e c t i v e  c h o i c e s  open  t o  men. What he 
p r e s e n t e d  was a n  a c c o u n t  o f  t h e  i n s t i t u t i o n a l  s t r u c t u r e  o f  e c o ­
nomic  a c t i v i t y  and  t h e  r a n g e s  o f  v a r i a t i o n  t o  w h ic h  t h e  s t r u c t u r e
was s u b j e c t e d .  With  c a p i t a l i s m ,  a t  e a c h  s c a l e  an d  e a c h  s t a g e ,
t h e r e  w ere  p e c u l i a r  i n s t i t u t i o n a l  f e a t u r e s .  I n  h i s  c o m p a r a t i v e  
h i s t o r i c a l  a n a l y s i s  o f  v a r i o u s  e c o n o m i c  s y s t e m s  o f  t h e  w o r l d ,  
he  fo u n d  modern  W e s t e r n  c a p i t a l i s m  more a s  a p e r v a s i v e  and  u n i ­
f y i n g  a f f a i r  w h ic h  a b s o r b e d  o t h e r  i n s t i t u t i o n s  i n t o  i t s  own 
i m a g e .*
For  W eber ,  modern  W e s te r n  c a p i t a l i s m  was t h e  e p i t o m e  o f
r a t i o n a l i t y  b e c a u s e  i t  c o n t a i n e d  t h e  h i g h e s t  f o r m  o f  r a t i o n a l
o p e r a t i o n s .  F u r t h e r ,  he w r i t e s :
I t  i s  o n l y  i n  t h e  modern  W e s t e r n  w o r l d  t h a t  r a t i o n a l
c a p i t a l i s t i c  e n t e r p r i s e s  w i t h  f i x e d  c a p i t a l ,  f r e e
^•Weber, The T h e o r y  o f  S o c i a  1 a n d  Economic  O r g a n i z a t i o n .  
p p .  3 0 - 5 0 .  The r e m a i n i n g  s e c t i o n s  o f  t h i s  c h a p t e r  and  t h e  n e x t  
c h a p t e r  have  b e e n  d e v e l o p e d  w i t h  s u b s t a n t i a l  a s s i s t a n c e  f r o m  th e  
w orks  o f  Max Weber,  p r i n c i p a l l y  h i s  w orks  on economy.  T h e r e  a r e  
s e v e r a l  t r a n s l a t i o n s  a v a i l a b l e  o f  h i s  c l a s s i c  w o rk ,  W i r t s c h a f t  
a n d  G e s e l l s c h a f t . F o r  t h e  s a k e  o f  c o n s i s t e n c y ,  h o w ev er .  The 
T h e o ry  o f  S o c i a 1 a n d  Econom ic  O r g a n i z a t i o n ,  t r a n s .  by  H e n d e r s o n  
a n d  P a r s o n s ,  h a s  b e e n  u s e d  t h r o u g h o u t  t h i s  s t u d y .  A l l  r e f e r e n c e s  
t o  Weber a r e  f r o m  t h i s  b o o k ,  u n l e s s  o t h e r w i s e  n o t e d .  T h i s  book 
was one o f  t h e  e a r l i e s t  a t t e m p t s  t o  i n t r o d u c e  W e b e r ' s  w r i t i n g s  t o  
t h e  E n g l i s h - s p e a k i n g  p u b l i c ,  a n d  a l s o  c o n t a i n s  an  e x c e l l e n t  i n ­
t r o d u c t i o n  by P a r s o n s ,  w h ic h  h a s  b e e n  r e l i e d  upon an d  d rawn from  
i n  t h i s  i n q u i r y .
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l a b o u r ,  t h e  r a t i o n a l  s p e c i a l i z a t i o n  and  c o m b i n a t i o n  
o f  f u n c t i o n s ,  a n d  t h e  a l l o c a t i o n  o f  p r o d u c t i v e  f u n c ­
t i o n s  on t h e  b a s i s  o f  c a p i t a l i s t i c  e n t e r p r i s e s ,  
bound  t o g e t h e r  i n  a m a r k e t  economy,  a r e  t o  be  f o u n d .
. . . I t  i s  a l s o  o n l y  h e r e  t h a t  we f i n d  p u b l i c  
c r e d i t  i n  t h e  f o r m  o f  i s s u e s  o f  g o v e r n m e n t  s e c u r i ­
t i e s ,  t h e  l e g a l  fo r m  o f  t h e  b u s i n e s s  c o r p o r a t i o n ,  
t h e  i s s u e s  o f  s e c u r i t i e s ,  an d  f i n a n c i n g  c a r r i e d  
on a s  t h e  b u s i n e s s  o f  r a t i o n a l  e n t e r p r i s e s ,  t r a d e  
i n  c o m m o d i t i e s  a n d  s e c u r i t i e s  o r  o r g a n i z e d  e x c h a n g e s ,  
money a n d  c a p i t a l  m a r k e t s ,  m o n o p o l i s t i c  a s s o c i a t i o n s  
a s  a t y p e  o f  e c o n o m i c a l l y  r a t i o n a l  o r g a n i z a t i o n  o f  
t h e  p r o d u c t i o n  o f  goods  by  p r o f i t - m a k i n g  e n t e r p r i s e s  
a s  o p p o s e d  t o  t h e  mere  t r a d e  i n  them .  . . .
T h i s  d i f f e r e n c e  c a l l s  f o r  a n  e x p l a n a t i o n  a n d  t h e  
e x p l a n a t i o n  c a n n o t  be  g i v e n  on e c o n o m ic  g r o u n d s  
a l o n e . *
R a t i o n a l  b o u r g e o i s  c a p i t a l i s m  o f  t h e  West was much more 
t h a n  a mere  f o r m  o f  e c o n o m ic  o r g a n i z a t i o n .  C a p i t a l i s m  s h o u l d  be 
r e g a r d e d  a s  t h e  d i s t i n c t i v e  p a t t e r n  o f  a w h o le  s o c i e t y .  I t s  
e f f e c t i v e  f u n c t i o n i n g  r e q u i r e d  a p e r s o n a l i t y  t o  whom s p i r i t u a l  
and  m a t e r i a l  a s c e t i c i s m  w ere  v a l u e s  i n  t h e m s e l v e s .  Weber f o u n d  
t h i s  i n  t h e  C a l v i n i s t  who s o u g h t  t o  p r o v e  h i s  w o r t h  a s  one o f  
t h e  c h o s e n  by m aking  t h e  s u c c e s s  o f  a n  e n t e r p r i s e  h i s  p r im e  o b ­
j e c t i v e ,  an d  whose  t h e o l o g y  d i c t a t e d  u n r e m i t t i n g  t o i l  and  p r o ­
h i b i t e d  a p l e a s u r a b l e  way o f  l i f e .  The C a l v i n i s t ,  t h e r e f o r e ,  
r e i n v e s t e d  h i s  g a i n s  b a c k  i n t o  t h e  b u s i n e s s  o n l y ,  an d  f ro m  t h i s  
s temmed t h e  a c c u m u l a t i o n  o f  c a p i t a l . -̂
*Weber,  The T h e o r y  o f  S o c i a 1 and  Econom ic  O r g a n i z a t i o n ,  
p p .  2 7 9 - 2  80 .  S e e  a l s o  Max W eber ,  From Max W eb e r : E s s a y s  i n
S o c i o l o g y ,  t r a n s .  a n d  e d . ,  w i t h  an  I n t r o d u c t i o n  by  H. H. G e r t h  
and  C. W r i g h t  M i l l s ,  p p .  0 5 - 0 0 ,  f o r  f u r t h e r  e l a b o r a t i o n  o f  t h i s  
t h e m e .
^The C a l v i n i s t  r e f e r e n c e  h e r e  i s  t o  J o h n  C a l v i n  ( 1 5 0 9 -  
1 5 o 4 ) ,  t h e  F r e n c h  P r o t e s t a n t  t h e o l o g i a n  o f  t h e  R e f o r m a t i o n ,  whose 
m onum enta l  b o o k ,  I n s t i t u t e s  o f  t h e  C h r i s t i a n  R e l i g i o n ,  s e t s  f o r t h  
t h e  b a s i c  C a l v i n i s t  t h e o l o g y .  The e x t e n s i o n  o f  C a l v i n i s m  t o  a l l  
s p h e r e s  o f  human a c t i v i t y  was e x t r e m e l y  i m p o r t a n t  i n  a w o r l d
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T h e r e  i s  a n  e m p h a s i s  on r a t i o n a l i t y  i n  t h e  C a l v i n i s t i c  
o r i e n t a t i o n  o f  t h e  W es t .  A l l  t r a d i t i o n s  a r e  c r i t i c a l l y  e x a m i n e d  
and  n o t h i n g  i s  s a c r e d  m e r e l y  b e c a u s e  i t  h a s  become t r a d i t i o n a l l y  
a c c e p t e d  and  e s t a b l i s h e d .  E v e r y t h i n g  m u s t  be  t e s t e d  anew i n  
t e r m s  o f  a u n i  v e r s a  l i s t i c  s t a n d a r d .  To r a t i o n a l i z e  t h e  w o r l d  
p r o c e s s  i s  t o  im p l y  s y s t e m a t i z a t i o n  o f  c o n d u c t  a c c o r d i n g  t o  
r a t i o n a l  norms w here  no s i n g l e  a c t  c a n  s t a n d  by i t s e l f  o r  be  
v a l u e d  on i t s  own m e r i t s  a l o n e ,  b u t  o n l y  i n  t e r m s  o f  i t s  b e a r i n g  
on a w h o le  s y s t e m  o f  r a t i o n a l  c o n d u c t .
In  e t h i c a l  u n i v e r s a l i s m  a l l  men a r e  t r e a t e d  by t h e  same 
g e n e r a l i z e d  i m p e r s o n a l  s t a n d a r d s . *  In  c o m b i n a t i o n  w i t h  an  a c t i v e  
a s c e t i c  a t t i t u d e ,  t h i s  becomes  a n  o b l i g a t i o n  f o r  t h e  o r d e r i n g  o f  
o r d i n a r y  l i f e .  The h i g h  f u n c t i o n a l  d i f f e r e n t i a t i o n  a n d  s p e c i a l i ­
z a t i o n  o f  r o l e s  i n  W e s t e r n  s o c i e t y  a r e  r e c o n c i l e d  w i t h  a h i g h  
v a l u a t i o n  p l a c e d  on human p e r s o n a l i t y  by s u g g e s t i n g  t h a t  i n  t h e
e m e r g i n g  f r o m  t h e  a g r a r i a n ,  m e d i e v a l  economy i n t o  a c o m m e r c i a l ,  
i n d u s t r i a l  e r a ,  b e c a u s e  t h e  d e v e l o p m e n t  o f  a s u c c e s s f u l  i n d u s t r i a l  
economy was s t i m u l a t e d  by  C h r i s t i a n  v i r t u e s ,  s u c h  a s  t h r i f t ,  
i n d u s t r y ,  s o b r i e t y ,  a n d  r e s p o n s i b i l i t y  t h a t  C a l v i n  p r e a c h e d  a s  
e s s e n t i a l  t o  t h e  a c h i e v e m e n t  o f  G o d ' s  r e i g n  on e a r t h .  See  
" C a l v i n ,  J o h n , "  The C o l u m b i a - V i k i n g  D esk  E n c y c l o p e d i a ,  19b4,  p .  
2 8 8 .
* In  p u r s u i t  o f  u n i v e r s a l  e q u a l i t y ,  t h e  c a p i t a l i s t  t h e o r y  
h a s  f o c u s e d  on g u a r a n t e e i n g  t h e  f a i r n e s s  o f  c o m p e t i t i v e  c o n d i t i o n s  
t o  f o s t e r  t h e  p a t t e r n  o f  e q u a l i t y  o f  o p p o r t u n i t y .  H i s t o r i c a l l y ,  
h o w e v e r ,  t h e  m a r k e t  became t h e  f o c u s  o f  c o m p e t i t i v e  i n d i v i d u a l i s m  
w h ic h  l e d  t o  d i f f e r e n t i a l  s u c c e s s .  S i n c e  t h e  n a t i v e  a b i l i t y  o f  
t h e  i n d i v i d u a l  t o  a t t a i n  a n  e q u i t a b l e  s t a n d i n g  d i r e c t l y  t h r o u g h  
m a r k e t  c o m p e t i t i o n  c an  no  l o n g e r  be  a s s u m e d ,  a g a i n  i n  p u r s u i t  o f  
e q u a l i t y ,  t h e  A m e r ic a n  f o c u s  i s  now on an  e d u c a t i o n a l  r e v o l u t i o n ,  
w h ic h  i n  a c e r t a i n  s e n s e  s y n t h e s i z e s  t h e  themes  o f  t h e  i n d u s t r i a l  
a n d  d e m o c r a t i c  r e v o l u t i o n s :  e q u a l i t y  o f  o p p o r t u n i t y  an d  e q u a l i t y
o f  c i t i z e n s h i p .  S ee  P a r s o n s ,  The S y s t e m  o f  Modern S o c i e t i e s ,  
c h .  v i .
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p r o c e s s  o f  a c t i v e  m a s t e r y  o v e r  t h e  w o r l d ,  t h e  i n d i v i d u a l  i s  an  
i n s t r u m e n t  o f  a h i g h e r  i n s t a n c e ,  o f  G o d ' s  w i l l ,  and  i s  w o r k i n g  
i n  t h e  s e r v i c e  o f  a n  i m p e r s o n a l  en d  beyond  h i s  own p e r s o n a l  
i n t e r e s t .
T h i s  i s  t h e  s p i r i t u a l  c o n s t r u c t i o n  o f  t h e  b a c k g r o u n d  o f  
modern  c a p i t a l i s m .  I t  i s  t h e  c o n c e p t  o f  " c a l l i n g " - - t h e  i d e a  o f  
a n  i n d i v i d u a l ' s  " b u s i n e s s  i n  l i f e "  a s  a m a t t e r  o f  m o r a l  o b l i g a -  
t i o n - - w h i c h  i s  t o  a c o m p a r a b l e  d e g r e e  d i s t i n c t i v e  o f  modern  l i f e .  
I n  g e n e r a l ,  modern  c a p i t a l i s m  i n  i t s  b e g i n n i n g s  r e q u i r e d  a c e r ­
t a i n  t y p e  o f  p e r s o n a l i t y .  T h i s  p e r s o n a l i t y  t y p e ,  i n  t u r n ,  was 
p s y c h o l o g i c a l l y  c o n s t r u e d  a s  a r e s u l t  o f  a b e l i e f  i n  a s e t  o f  
i d e a s  t h a t  u n w i t t i n g l y  r e s u l t e d  i n  t h e  d e v e l o p m e n t  o f  t h e s e  
s p e c i f i c  p e r s o n a l i t y  t r a i t s  u s e f u l  i n  t h e  c o n d u c t  o f  t h e  c a p i -  
t a  l i s t .
The g r e a t  e x t e n t  t o  w h ic h  r e l i g i o u s  f o r c e s  h a v e  e x e r t e d  
an  i n f l u e n c e  on e c o n o m ic  d e v e l o p m e n t  can  be s e e n  i n  t h e  r a t i o n a l ­
i s t i c  f o r m  o f  c a p i t a l i s m  known t o  t h e  P r o t e s t a n t  W es t ,  b u t  w h ic h  
d i d  n o t  m a n i f e s t  i t s e l f  i n  I n d i a  o r  C h i n a .  T h i s  was b e c a u s e  o n l y  
i n  E u ro p e  had  c e r t a i n  s p i r i t u a l  d r i v e s  an d  m a t e r i a l  c o n c e r n s  c o ­
i n c i d e d  a t  a g i v e n  p o i n t  i n  h i s t o r y  t o  c r e a t e  t h e  economy o f  
c a p i t a l i s m .  T h u s ,  a n  economy c a n n o t  be  e x p l a i n e d  t h r o u g h  i t s  
i n t e r n a l  e l e m e n t s  a l o n e .  I t  i s  n e c e s s a r y  t o  i n c o r p o r a t e
*Max W eber ,  The P r o t e s t a n t  E t h i c  a n d  t h e  S p i r i t  o f  
C a p i t a l i s m ,  t r a n s .  by  T a l c o t t  P a r s o n s  (New York :  C h a r l e s
S c r i b n e r ' s  S o n s ,  1 9 5 8 ) .  A l s o ,  s e e  W eber ,  The T h e o ry  o f  S o c i a 1 
and  Econom ic  O r g a n i z a t i o n ,  p p .  7 8 - 8 6 ;  Weistioopf, The P s y c h o l o g y  
o f  E c o n o m ic s ,  p p .  1 1 - 1 5 ;  and  W eber ,  From Max Weber,  p p .  6 2 - 6 5 .
s i g n i f i c a n t  e x o g e n o u s  f o r c e s  i n t o  t h e  t h e o r e t i c a l  s t r u c t u r e  a 
w e l l .  I n  t h e  c a s e  o f  o c c i d e n t a l  c a p i t a l i s m ,  r e l i g i o n  h e l p e d  
t o  fo r m  an  e f f e c t i v e  i n s t r u m e n t  f o r  t h e  c r e a t i o n  o f  w e a l t h . *
*Ben B. S e l i g m a n ,  Main C u r r e n t s  i n  Modern E c o n o m i c s : 
E conom ic  T h o u g h t  S i n c e  1870 (New Y ork :  F r e e  P r e s s  o f  G le n c o e
1 9 6 2 ) ,  p .  2 8 .
185
IX. THE SOCIAL PERSPECTIVE OF ACCOUNTING
A. A c c o u n t i n g :  The E p i to m e  o f  C a p i t a l i s t  R a t i o n a l i t y
W h i l e  r e m a i n i n g  a t  t h e  l e v e l  o f  g e n e r a t i n g  h i s t o r i c a l  
i n s i g h t s  c o n c e r n i n g  t h e  p a t t e r n  o f  i n s t i t u t i o n a l  s t r u c t u r e s  s u r ­
r o u n d i n g  e co n o m ic  phenomena , Weber d e l i n e a t e d  t h e  c o n d i t i o n s  
u n d e r  w h ic h  c a p i t a l i s m  o f  t h e  modern  W e s t e r n  t y p e  c o u l d  a r i s e  
and  f l o u r i s h . *  U n l i k e  t r a d i t i o n a l  e c o n o m i s t s ,  he  was n o t  i n ­
t e r e s t e d  i n  t h e  r e g u l a r i t i e s ,  s u c h  a s  b u s i n e s s  c y c l e s  w h ic h  a r e  
p r o d u c e d  w i t h i n  t h e  c a p i t a l i s t  s y s t e m  o f  p r o d u c t i o n ;  i n s t e a d ,  he 
was i n t e r e s t e d  i n  e s t a b l i s h i n g  t h e  i m p o r t a n t  i n s t i t u t i o n a l  c o n ­
d i t i o n s  u n d e r  w hich  c a p i t a l i s t  s y s t e m s  and t h e i r  r e g u l a r i t i e s  
came i n t o  b e i n g . ^
*Weber was c a r e f u l ,  h o w e v e r ,  t o  d i s t i n g u i s h  b e tw e e n  
v a r i o u s  t y p e s  o f  c a p i t a l i s m ,  an d  t o  i d e n t i f y  o n l y  i n d u s t r i a l  
c a p i t a l i s m  w i t h  t h e  a s c e t i c  P r o t e s t a n t i s m  o f  t h e  W e s t .  The s y s ­
t e m a t i c  and  r a t i o n a l  o r g a n i z a t i o n  o f  p r o d u c t i o n  was more l i k e l y  
u n d e r  i n d u s t r i a l  c a p i t a l i s m .  I t s  u n i q u e n e s s  c o n s i s t s  i n  t h e  
f a c t  t h a t  a s p e c i f i c  p r o d u c t i o n  e s t a b l i s h m e n t  e m e r g e s  and  i s  e n ­
l a r g e d  a t  t h e  e x p e n s e  o f  p r e c a p i t a l i s t  p r o d u c t i o n  u n i t s .  Based  
on t h e  o r g a n i z a t i o n  o f  f o r m a l l y  f r e e  l a b o r  and  t h e  f i x e d  p l a n t ,  
t h e  p r o d u c t i o n  e s t a b l i s h m e n t  h a s  i t s  l e g a l ,  p o l i t i c a l ,  and  i d e o ­
l o g i c a l  c o n d i t i o n s  p r o p e r l y  s p e c i f i e d .  T h i s  made i t  p o s s i b l e ,  
a s  S a i n t - S i m o n  t h e o r i z e d ,  t o  c r e a t e  w e a l t h  by  p r o d u c t i o n  and  
m a c h i n e r y  r a t h e r  t h a n  t o  s e i z e  i t  t h r o u g h  p l u n d e r  a n d  w a r .  S ee  
Weber,  The The or  y o f  S o c i a 1 a n d  Economic  O r g a n i z a t i o n ,  p p .  2 7 8 -  
2 8 1 ;  Weber ,  From Max Weber,  p p .  6 5 - 7 0 ;  and  H e n r i  de S a i n t - S i m o n ,  
S o c i a 1 O r g a n i z a t i o n ,  The S c i e n c e  o f  Man, and  O t h e r  W r i t i n g s ,  e d .  
and  t r a n s .  by F e l i x  Markham, H a r p e r  T o r c h b o o k s  (New York: H a r p e r
& Row, P u b l i s h e r s ,  1 9 5 2 ) .
^As S e l i g m a n  comments ,  w h i l e  Weber d e v e l o p e d  a n  i n s t i t u ­
t i o n a l  f r am e w o rk  f o r  e c o n o m ic  a c t i o n ,  he s e ld o m  i n q u i r e d  i n t o  
w ha t  an  e c o n o m i s t  w ould  c o n s i d e r  t o  be  t h e  r e a l l y  s u b s t a n t i v e  
i s s u e s ,  s u c h  a s  t h e  b u s i n e s s  c y c l e .  R a t h e r ,  i n  l i n e  w i t h  t h e  
g r e a t  n i n e t e e n t h - c e n t u r y  u n i v e r s a l  t h i n k e r s ,  s u c h  a s  H e g e l ,  Marx,  
Comte ,  T o c q u e v i l l e ,  M i l l ,  and  S p e n c e r ,  he  a im ed  a t  u n i v e r s a l
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Of a l l  t h e  i n s t i t u t i o n a l  c o n d i t i o n s ,  r a t i o n a l i t y  was t h e  
f u n d a m e n t a l  b a s i s  o f  c o n t e m p o r a r y  c a p i t a l i s m .  To a c h i e v e  a 
h i g h l y  r a t i o n a l  fo rm  o f  c a p i t a l i s m ,  one o f  t h e  m os t  i m p o r t a n t  
p r e r e q u i s i t e s  was a c c o u n t i n g .  O n ly  w i t h  a c c o u n t i n g  was i t  p o s ­
s i b l e  t o  c a r r y  t h r o u g h  t h e  a c c u r a t e  and  s u s t a i n e d  r a t i o n a l  c a l ­
c u l a t i o n  o f  t h e  q u a n t i t i e s  i n v o l v e d  i n  a n  e c o n o m ic  e x c h a n g e  and  
t o  a c t  upon t h e  r e s u l t s  o f  s u c h  c a l c u l a t i o n .  A c c o u n t i n g  sym­
b o l i z e d  t h e  h i g h e s t  d e g r e e  o f  r a t i o n a l i t y  b e c a u s e  i t  s i m p l i f i e d  
t h e  g o a l s  and  s t a n d a r d s  o f  s u c c e s s  o f  an  e co n o m ic  a c t i v i t y .  In  
f a c t ,  Weber d e f i n e d  a r a t i o n a l  c a p i t a l i s t i c  e s t a b l i s h m e n t  as  
" o n e  w i t h  c a p i t a l  a c c o u n t i n g ,  t h a t  i s ,  an  e s t a b l i s h m e n t  w h ic h  
d e t e r m i n e s  i t s  income y i e l d i n g  power by  c a l c u l a t i o n  a c c o r d i n g  t o  
t h e  m e thods  o f  modern  b o o k k e e p i n g  an d  t h e  s t r i k i n g  o f  a b a l a n c e . " *  
Weber i s  n o t  a l o n e  i n  t h i s  c o n v i c t i o n . ~
i n t e r p r e t a t i o n s  o f  human h i s t o r y .  E s s e n t i a l l y  a p o l y h i s t o r ,
Weber r a r e l y  c o n c e r n e d  h i m s e l f  w i t h  t h e  i m m e d i a t e l y  p r a c t i c a l .
Even t h o u g h  he was o r i g i n a l l y  t r a i n e d  a s  a s t u d e n t  o f  law ,  h i s  
p r o f o u n d  s c h o l a r s h i p  r a n g e d  a c r o s s  j u r i s p r u d e n c e ,  p o l i t i c a l  
s c i e n c e ,  e c o n o m i c s ,  s o c i o l o g y ,  c o m p a r a t i v e  r e l i g i o n ,  t h e  p h i l o s o ­
phy o f  h i s t o r y ,  and  t h e  h i s t o r i e s  o f  s e v e r a l  n a t i o n s  and  h a l f  a 
d o z e n  c i v i l i z a t i o n s ,  b o t h  a n c i e n t  and  m odern .  As Wrong s u g g e s t s ,  
w i t h  t h e  e x c e p t i o n  o f  F r e u d  a n d ,  more d o u b t f u l l y ,  Marx, no  o t h e r  
t h i n k e r  h a s  h a d  s o  g r e a t  a n  i n f l u e n c e  on modern  s o c i a l  s c i e n c e .
S e e  S e l i g m a n ,  Main C u r r e n t s  i n  Modern E c o n o m ic s ,  p p .  2 2 - 2 4 ;  and  
Wrong, " I n t r o d u c t i o n , "  p p .  1 - 2 .
^Max W eber ,  G e n e ra  1 Econom ic  H i s t o r y ,  t r a n s .  by F r a n k  H. 
K n i g h t  ( G l e n c o e ,  1 1 1 . :  F r e e  P r e s s ,  1 9 2 7 ) ,  p .  2 7 5 .  I t  s h o u l d  be
n o t e d  t h a t  i n  a d d i t i o n  t o  c a p i t a l  a c c o u n t i n g ,  t h e  a t t a i n m e n t  o f  
a h i g h  l e v e l  o f  r a t i o n a l i t y  r e q u i r e s  two o t h e r  s u b s t a n t i v e  c o n ­
d i t i o n s :  t h e  w ide  e x t e n s i o n  o f  m a r k e t  c o m p e t i t i o n  b e t w e e n  a u t o n o ­
mous eco n o m ic  u n i t s ,  and  an  e f f e c t i v e  demand t o  i n f l u e n c e  p r o d u c ­
t i o n  and  t h e  m a r k e t i n g  o f  g o o d s .  See  Weber,  The T h e o ry  o f  S o c i a l  
a n d  Economic  O r g a n i z a t i o n ,  p p .  3 4 - 3 7 ,  5 0 - 5 1 ,  and 2 0 2 - 2 1 2 .
^Even L e n i n  r e a l i z e d  t h e  i m p o r t a n c e  of  a c c o u n t i n g  d u r i n g  
t h e  S o v i e t  i n d u s t r i a l i z a t i o n .  He e x h o r t e d :  " A c c o u n t i n g  and
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B. A c c o u n t i n g  a s  a n  I n s t i t u t i o n  o f  W e s t e r n  C a p i t a l i s m
E conom ic  h i s t o r i a n s  h a v e  e m p h a s i z e d ,  i n  v a r y i n g  d e g r e e s ,
c o n t r o l - - t h i s  i s  t h e  m a in  t h i n g  t h a t  i s  r e q u i r e d  f o r  t h e  p r o p e r  
f u n c t i o n i n g  o f  t h e  f i r s t  p h a s e  o f  communis t  s o c i e t y .  . . .  Be 
a b l e  i f  n e c e s s a r y  t o  l e a r n  f r o m  t h e  c a p i t a l i s t s .  A d o p t  w h a t e v e r  
t h e y  h ave  t h a t  i s  s e n s i b l e  a n d  a d v a n t a g e o u s . "  Q u o te d  by  R o b e r t  H. 
M i l l s  a n d  A b b o t t  L.  Brown, " S o v i e t  Economic  D e v e lo p m e n t s  and  
A c c o u n t i n g , "  The J o u r n a 1 o f  A c c o u n t a n c y ,  CXXI ( J u n e ,  1 9 6 6 ) ,  40 .  
More t h a n  a h a l f  c e n t u r y  l a t e r ,  L e n i n ’ s  com m unis t  d e s c e n d a n t s  a r e  
s t i l l  a n x i o u s  t o  l e a r n  t h e  t e c h n i q u e s  o f  a c c o u n t i n g  a n d  c o n t r o l  
u s e d  i n  t h e  c a p i t a l i s m  o f  t h e  W e s t .  R e c e n t l y ,  A r t h u r  A n d e r s o n  & 
C o . ,  one o f  t h e  l a r g e s t  A m e r i c a n  a c c o u n t i n g  f i r m s ,  s i g n e d  a p r o t o ­
c o l  w i t h  t h e  S o v i e t  U n ion  u n d e r  w h ic h  t h e  f i r m  w i l l  open  a n  o f f i c e  
i n  t h e  USSR and  c o n d u c t  a s e r i e s  o f  a c c o u n t i n g  s e m i n a r s  f o r  S o v i e t  
g o v e r n m e n t a l  and  i n d u s t r i a l  o f f i c i a l s .  The s e m i n a r  t o p i c s  i n c l u d e  
t h e  u n d e r s t a n d i n g  o f  f i n a n c i a l  s t a t e m e n t s  o f  W e s t e r n  c o m p a n i e s ,  
c o s t  a c c o u n t i n g ,  c o m p u t e r  s y s t e m s ,  and  management  c o n t r o l  t e c h ­
n i q u e s .  S e e  F r e d e r i c k  A ndrew s ,  " A r t h u r  A n d e r s o n  S i g n s  P a c t  P o r ­
t e n d i n g  a B r a n c h  i n  Moscow,"  W al l  S t r e e t  J o u r n a l . J u n e  6 ,  1973,  
p .  2 8 .  In  f a c t ,  Weber was c o n v i n c e d  t h a t  r a t i o n a l  a c c o u n t i n g ,  
b e c a u s e  o f  t h e  d e v e l o p m e n t  o f  modern  t e c h n o l o g y  and  b u s i n e s s  
m e th o d s  i n  t h e  p r o d u c t i o n  o f  g o o d s ,  had  become c o m p l e t e l y  i n d i s ­
p e n s a b l e  f o r  e c o n o m ic  d e v e l o p m e n t .  In  t h i s  r e s p e c t ,  he  s u g g e s t e d  
t h a t  i t  made no  d i f f e r e n c e  w h e t h e r  t h e  eco n o m ic  s y s t e m  i s  o r ­
g a n i z e d  on a c a p i t a l i s t i c  o r  a s o c i a l i s t i c  b a s i s .  However ,  he 
w a r n e d  t h a t  i t  w ou ld  be  d i f f i c u l t  i n  a s o c i a l i s t i c  s y s t e m  t o  p r o ­
v i d e  c o n d i t i o n s  f o r  c a r r y i n g  o u t  a s  s t r i n g e n t  a r a t i o n a l i s t i c  
o r g a n i z a t i o n  a s  h a d  b e e n  p o s s i b l e  i n  a c a p i t a l i s t i c  s y s t e m .  S ee  
W eber ,  The T h e o ry  o f  S o c i a 1 and  Econom ic  O r g a n i z a t i o n ,  p p .  2 0 2 -  
2 1 0 .  I t  s h o u l d  be rem em bered  t h a t  W e b e r ' s  d o u b t s  a b o u t  s o c i a l i s t  
s u c c e s s  w e re  f o r m u l a t e d  w e l l  b e f o r e  t h e  F i r s t  World  War.  S i n c e  
t h e n  t h e r e  h a s  b e e n  a g r e a t  u p s u r g e  i n  management s c i e n c e  t e c h ­
n i q u e s  and  m a t h e m a t i c a l  p ro g r a m m in g .  T h e i r  a p p l i c a t i o n  t o  t h e  
p r o b l e m s  o f  r e s o u r c e  a l l o c a t i o n  may h ave  o b l i t e r a t e d  t h e s e  d o u b t s .  
I n  t h e s e  t e c h n i q u e s ,  a s  Baumol s u g g e s t s ,  no  m a t t e r  how t e c h n o ­
c r a t i c  t h e  b i a s  o f  t h e  p l a n n e r  and  how a b h o r r e n t  t o  him a r e  t h e  
u n p l a n n e d  w o r k i n g s  o f  t h e  f r e e  m a r k e t ,  e v e r y  o p t i m a l  p l a n n i n g  d e ­
c i s i o n  w h ic h  he  makes  m us t  have  i m p l i c i t  i n  i t  t h e  r a t i o n a l e  o f  
t h e  p r i c i n g  m echan ism  and  t h e  a l l o c a t i o n  o f  r e s o u r c e s  p r o d u c e d  
by t h e  p r o f i t  s y s t e m .  He f u r t h e r  n o t e s  t h a t  t h e s e  r e s u l t s  h ave  
l e d  t o  t h e  open  a n d  w e l l - p u b l i c i z e d  r e  i n t r o d u c t i o n  o f  m a r g i n a l  
a n a l y s i s  i n t o  S o v i e t  e c o n o m i c s  by R u s s i a n  m a t h e m a t i c i a n s  w o r k in g  
on t h e  a p p l i c a t i o n  o f  l i n e a r  p rog ram m ing  t o  eco n o m ic  p l a n n i n g .
S e e  W i l l i a m  J .  Baumol ,  Economic  T h e o r y  an d  O p e r a t i o n s  Ana l y s i s ,  
P r e n t i c e - H a 11 I n t e r n a t i o n a l  S e r i e s  i n  Management (2nd  e d . ;  
Eng lew ood  C l i f f s ,  N. J . :  P r e n t i c e - H a 11, I n c . ,  1 9 6 5 ) ,  p p .  1 1 4 -
115; an d  M a r s h a l l  L .  Goldman,  "Econom ic  C o n t r o v e r s y  i n  t h e  S o v i e t  
U n io n :  L i b e r m a n ' s  G o a l s  f o r  Economic  R e f o r m ,"  F o r e i g n  A f f a i r s ,
XL I  ( A p r i l ,  1 9 6 3 ) ,  4 9 8 - 5 1 2 .
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t h a t  s y s t e m a t i c  b o o k k e e p i n g  h a s  b e e n  e s s e n t i a l  t o  t h e  d e v e l o p ­
m ent  a n d  r i s e  o f  modern  c a p i t a l i s m .  The " r a t i o n a l i s t i c  p u r s u i t  
o f  u n l i m i t e d  p r o f i t s "  w ould  n o t  h a v e  b e e n  p o s s i b l e ,  o r  w ou ld  n o t  
h a v e  b e e n  s o  e f f e c t i v e ,  w i t h o u t  s c i e n t i f i c  a c c o u n t i n g  a s  an  i n ­
s t r u m e n t  i n  t h e  h a n d s  o f  t h e  e n t r e p r e n e u r . *  F o l l o w i n g  i s  a 
summary o f  t h e  r e a s o n s  why S o m b a r t ,  S c h u m p e t e r ,  and  o t h e r s  h a v e  
a s s i g n e d  t o  d o u b l e - e n t r y  b o o k k e e p i n g  s u c h  a p r o m i n e n t  r o l e  i n  
t h e  h i s t o r y  o f  c a p i t a l i s m :
( a )  The i d e a  o f  g a i n  was r e d u c e d  by  s c i e n t i f i c  b o o k ­
k e e p i n g  t o  an a b s t r a c t i o n  "by  p u t t i n g  t h e  p r o f i t  i n  
a s p e c i f i c  f o r m ,  a d e f i n i t e  sum o f  money i n  c o n t r a s t  
t o  t h e  n a t u r a l  a im  o f  s u b s i s t e n c e  w h ic h  was i n  t h e  
f o r e - f r o n t  o f  t h e  m e d i e v a l  b u s i n e s s  m a n ' s  m e n t a l  
a t t i t u d e .  I t  was t h e  a b s t r a c t i o n  o f  p r o f i t  t h a t  
f i r s t  made th e  c o n c e p t  o f  c a p i t a l  p o s s i b l e . "  "The 
v e r y  c o n c e p t i o n  o f  c a p i t a l  a s  ' l u c r a t i v e  p o s s e s s i o n s *  
p r a c t i c a l l y  d e p e n d s  on th e  a n a l y s i s  o f  s c i e n t i f i c  
a c c o u n t i n g . "  "By c r y s t a l l i z i n g  a n d  d e f i n i n g  n u m e r i ­
c a l l y ,  i t  ( t h e  c o s t - p r o f i t  c a l c u l u s )  p o w e r f u l l y  p r o ­
p e l s  t h e  l o g i c  o f  e n t e r p r i s e . "
( b )  "From t h i s  a b s t r a c t  f o r m u l a t i o n  o f  t h e  r e s u l t s
o f  b u s i n e s s  a c t i v i t y ,  i t  was o n l y  a s t e p  t o  r a t i o n a l ­
i z a t i o n .  S y s t e m a t i c  a c c o u n t i n g  made i t  p o s s i b l e  f o r  
t h e  c a p i t a l i s t i c  e n t r e p r e n e u r  t o  f o r m u l a t e  h i s  a im ,  
t o  r e c o g n i z e  t h e  d e g r e e  t o  w h ic h  he was a t t a i n i n g  
i t ,  t o  d e t e r m i n e  h i s  p l a n s  f o r  h i s  f u t u r e  a c t i v i t y . "  
"From t h e  o b s e r v a t i o n  and  s t u d y  o f  e v e n t s  t h a t  a r e  
o v e r  i t  p r o v i d e s  t h e  p o s s i b i l i t y  o f  f o r e j u d g i n g  
f u t u r e  a c t i v i t y  an d  f i n d i n g  a s u r e  b a s i s  f o r  r e a s o n ­
i n g  o u t  t h e  a c t i o n s  t o  com e."
( c )  " S y s t e m a t i c  o r g a n i z a t i o n  i s  one o f  t h e  most
F o r  i n s t a n c e ,  S o m b a r t  f i n d s  i t  d i f f i c u l t  t o  c o n c e i v e  o f  
c a p i t a l i s m  w i t h o u t  d o u b l e - e n t r y  b o o k k e e p i n g  b e c a u s e  t h e  " tw o  a r e  
r e l a t e d  a s  t o  fo r m  and  c o n t e n t . "  F u r t h e r ,  he  s a y s ,  i t  w o u ld  be 
d i f f i c u l t  t o  d e c i d e  " w h e t h e r  i n  d o u b l e - e n t r y  b o o k k e e p i n g  c a p i t a l ­
ism p r o v i d e d  i t s e l f  w i t h  a t o o l  t o  make i t  more e f f e c t i v e ,  or  
w h e t h e r  c a p i t a l i s m  d e r i v e s  f ro m  t h e  ' s p i r i t '  o f  d o u b l e - e n t r y  
b o o k k e e p i n g . "  S ee  S o m b a r t ,  a s  q u o t e d  i n  B. S .  Yamee, " I n t r o d u c ­
t i o n , "  i n  S t u d i e s  i n  t h e  H i s t o r y  o f  A c c o u n t i n g ,  e d .  by A. C. 
L i t t l e t o n  and  B. S .  Yamee (Homewood, 1 1 1 . :  R i c h a r d  D. I r w i n ,
I n c . ,  1 9 5 0 ) ,  p .  9 .
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p o w e r f u l  a g e n t s  o f  e c o n o m ic  p r o g r e s s ,  and  t h i s  h o l d s  
good p e r h a p s  more  o f  s y s t e m a t i c  b o o k k e e p i n g  t h a n  o f  
any  o t h e r  f o r m . "  O r g a n i z a t i o n  a l s o  d i s c i p l i n e s  t h e  
e n t r e p r e n e u r  an d  w h e t s  t h e  e d g e  o f  h i s  " d e s i r e  t o  
s a v e  a n d  t o  a c q u i r e . "
( d )  " A n o t h e r  a s p e c t  o f  c a p i t a l i s m  w h i c h  d e p e n d s  upon  
c o m p l e t e  a c c o u n t i n g  i s  t h e  m e c h a n i z a t i o n  and  d e p e r ­
s o n a l i z a t i o n  o f  b u s i n e s s .  The e n t r e p r e n e u r  a n d  t h e  
e n t e r p r i s e  w e re  s e p a r a t e d  f r o m  e a c h  o t h e r . " *■
C. I n s t i t u t i o n a l  C o n d i t i o n s  f o r  A c c o u n t i n g  R a t i o n a l i t y
The f u n d a m e n t a l  phenomenon i n  W e s t e r n  c a p i t a l i s m  i s  t h e  
d e v e l o p m e n t  o f  p r o f i t - m a k i n g  e n t e r p r i s e s  w h ic h  a r e  r a t i o n a l l y  
o r i e n t e d  t o  c a p i t a l  a c c o u n t i n g ,  t h a t  i s ,  t o  t h e  g o a l  o f  t h e  i n ­
c r e a s e  o f  money r e s o u r c e s  a t  t h e  command o f  e n t e r p r i s e .  I t  i s  
i n  r e l a t i o n  t o  t h i s  phenomenon t h a t  t h e  g e n e r a l  c o n c e p t  o f  
c a p i t a l i s m  can  be d e f i n e d . * 2 Toward  t h i s  c o n c e p t ,  t h e  f o l l o w i n g  
a r e  a few W e b e r ia n  i n s t i t u t i o n a l  c o n d i t i o n s  o f  c a p i t a l  a c c o u n t ­
i n g ,  i n  p a r t i c u l a r ,  and  o f  r a t i o n a l i z e d  eco n o m ic  s y s t e m s ,  i n  
g e n e r a  1:
*-B. S .  Yamee, " S c i e n t i f i c  B o o k k ee p in g  and  t h e  R i s e  o f  
C a p i t a l i s m , "  The Bconomic  H i s t o r y  R e v ie w ,  2nd  s e r i e s ,  I ( 1 9 4 9 ) ,  
9 9 - 1 0 0 .  Yamee p r o v i d e s  t h e  f o o t n o t e s  t o  t h e  works  o f  W eber ,  
Nussbaum,  R o b e r t s o n ,  an d  S c h u m p e te r  f o r  t h e  s p e c i f i c  q u o t a t i o n s  
c o n t a i n e d  h e r e .  However ,  i t  s h o u l d  be  n o t e d  t h a t  Yamee p e r s o n a l ­
l y  p r e f e r s  a f a r  more m o d es t  a p p r a i s a l  o f  t h e  r o l e  a n d  s i g n i f i ­
c a n c e  o f  d o u b l e  e n t r y .  F o r  h im,  t h e  e v i d e n c e  o f  e a r l y  b o o k k e e p ­
i n g  t e c h n i q u e s  g i v e s  l i t t l e  s u p p o r t  t o  t h e  v iews  s u m m a r iz e d  a bove  
R a t h e r ,  he s u g g e s t s ,  a c c o u n t i n g  s e r v e d  l i m i t e d  o b j e c t i v e s  a n d ,  i n  
p a r t i c u l a r ,  t h e  s t r i k i n g  o f  b a l a n c e s  was p e r f o r m e d  f o r  n a r r o w  
b o o k k e e p i n g  p u r p o s e s .  S e e  i b i d . ; a n d  Yamee, " I n t r o d u c t i o n , "  p p .  
0 - 1 3 .
2 I n  h i s  l a s t  l e c t u r e s ,  g i v e n  i n  t h e  w i n t e r  o f  1 9 1 9 - 2 0 ,  
Weber b r o u g h t  t h e  c o n c e p t  o f  r a t i o n a l i t y  t o  t h e  c o r e  o f  c a p i t a l ­
i s m ,  and  e n u m e r a t e d  f a c t o r s  w h ic h  p r o d u c e d  W e s t e r n  c a p i t a l i s m  i n  
t h e  l a s t  r e s o r t :  r a t i o n a l  p e r m a n e n t  e n t e r p r i s e ,  r a t i o n a l  a c c o u n t
i n g ,  r a t i o n a l  l aw ,  r a t i o n a l  s p i r i t ,  t h e  r a t i o n a l i z a t i o n  o f  t h e  
c o n d u c t  o f  l i f e  i n  g e n e r a l  a n d  a r a t i o n a l i s t i c  e c o n o m ic  e t h i c .  
W eber ,  G ene ra  1 Bconomic  H i s t o r y ,  p .  3 5 4 .
190
T h e  maximum o f  c a l c u l a b i l i t y  o f  t h e  t e c h n i c a l  c o n ­
d i t i o n s  o f  t h e  p r o d u c t i v e  p r o c e s s ;  t h a t  i s ,  a 
m e c h a n i c a l l y  r a t i o n a l  t e c h n o l o g y .  . . . C o m p l e t e  
c a l c u l a b i l i t y  o f  t h e  f u n c t i o n i n g  o f  p u b l i c  a d m i n i ­
s t r a t i o n  a n d  t h e  l e g a l  o r d e r  a n d  a r e l i a b l e  f o r m a l  
g u a r a n t e e  o f  a l l  c o n t r a c t s  by  t h e  p o l i t i c a l  a u t h o r i ­
t y .  . . . T h i s  i s  f o r m a l l y  r a t i o n a l  a d m i n i s t r a t i o n
a n d  l a w .  . . . The  m o s t  c o m p l e t e  p o s s i b l e  s e p a r a t i o n  
o f  t h e  e n t e r p r i s e  a n d  i t s  c o n d i t i o n s  o f  s u c c e s s  a n d  
f a i l u r e ,  f r o m  t h e  h o u s e h o l d  o r  p r i v a t e  b u d g e t a r y  u n i t  
a n d  i t s  p r o p e r t y  i n t e r e s t s .  I t  i s  p a r t i c u l a r l y  i m ­
p o r t a n t  t h a t  t h e  c a p i t a l  a t  t h e  d i s p o s a l  o f  t h e  
e n t e r p r i s e  s h o u l d  b e  c l e a r l y  d i s t i n g u i s h e d  f r o m  t h e  
p r i v a t e  w e a l t h  o f  t h e  o w n e r s ,  a n d  s h o u l d  n o t  b e  s u b ­
j e c t  t o  d i v i s i o n  o r  d i s p e r s i o n  t h r o u g h  i n h e r i t a n c e .
F o r  l a r g e - s c a l e  e n t e r p r i s e s ,  t h i s  c o n d i t i o n  t e n d s  
t o  a p p r o a c h  a n  op t im u m  f r o m  a f o r m a l  p o i n t  o f  v ie w  
i n  t h e  f i e l d s  o f  t r a n s p o r t ,  m a n u f a c t u r e ,  a n d  m i n i n g ,  
when t h e y  a r e  o r g a n i z e d  i n  c o r p o r a t e  f o r m  w i t h  f r e e l y  
t r a n s f e r r a b l e  s h a r e s  a n d  l i m i t e d  l i a b i l i t y .  I n  t h e  
f i e l d  o f  a g r i c u l t u r e ,  r e l a t i v e l y  l o n g - t e r m  l e a s e s  on 
a l a r g e  s c a l e  c o n s t i t u t e  f o r m a l l y  t h e  m o s t  f a v o r a b l e  
s i t u a t i o n .  . . .  A m o n e t a r y  s y s t e m  w i t h  t h e  h i g h e s t  
p o s s i b l e  d e g r e e  o f  f o r m a l  r a t i o n a l i t y . *
T h e s e  i n s t i t u t i o n a l  c o n d i t i o n s  o f  W e s t e r n  c a p i t a l i s m  p r o ­
v i d e d  a f r a m e w o r k  i n  w h i c h  a c c o u n t i n g  h a s  f u n c t i o n e d  f r o m  t h e  
e a r l y  n i n e t e e n t h  t o  t h e  m i d - t w e n t i e t h  c e n t u r y .  L i k e  a n y  s o c i a l  
i n s t i t u t i o n ,  a c c o u n t i n g  i m p l i e s  c e r t a i n  r i g h t s  a n d  o b l i g a t i o n s  
t h a t  c o n s t i t u t e  e x p e c t e d  c i t i z e n  b e h a v i o r .  T h u s ,  a s u g g e s t i o n  
was  made t h a t  t h e  i n s t i t u t i o n  o f  a c c o u n t i n g  a n d  b u s i n e s s  i n c l u d e  
t h e  f o l l o w i n g  r e p r e s e n t a t i v e  r i g h t s  a n d  o b l i g a t i o n s :  t h e  r i g h t s
( 1 )  t o  f i n a n c i a l  p r o f i t ,  ( 2 )  t o  own p r o p e r t y ,  ( 3 )  t o  p r e s t i g e  
f o r  m a n a g e r s ,  ( 4 )  t o  f r e e d o m  o f  u s e  o f  owned p r o p e r t y ,  a n d  ( 5 )  t o  
s e l e c t  e m p l o y e e  m e m b e r s ;  a n d  t h e  o b l i g a t i o n s  ( 1 )  t o  s u p p l y  s o c i e t y  
w i t h  a d e q u a t e  e c o n o m i c  g o o d s ,  ( 2 )  t o  c o n t r i b u t e  t o  n o n e c o n o m i c  
s o c i a l  g o a l s ,  ( 3 )  t o  m e e t  t h e  f i n a n c i a l  r e q u i r e m e n t s  o f  i n v e s t o r s
*Weber, Theory o f S o c ia 1 and Economic O r g a n iz a t io n , pp.
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a n d  e m p l o y e e s ,  ( 4 )  t o  co m p ly  w i t h  t h e  l a w s  o f  t h e  l a n d ,  a n d  
( 5 )  t o  p r o v i d e  w o r k  f o r  p e o p l e .  To t h e  e x t e n t  t h a t  a c c o u n t i n g  
a n d  b u s i n e s s  d o  n o t  m e e t  t h e s e  o b l i g a t i o n s ,  a n d  t o  t h e  e x t e n t  
t h a t  s o c i e t y  d o e s  n o t  g r a n t  a c c o u n t i n g  a n d  b u s i n e s s  t h e i r  r i g h t s  
t h e  i n s t i t u t i o n s  o f  a c c o u n t i n g  a n d  b u s i n e s s  a r e  w e a k e n e d . *
D. T h e  C o n c e p t  o f  A c c o u n t a b i l i t y  a n d  t h e  A d v e n t  
o f  t h e  A c c o u n t i n g  F u n c t i o n
From t h e  c l a y  t a b l e s  t h a t  B a b y l o n i a n  b u s i n e s s m e n  u s e d  t o  
r e c o r d  t h e i r  s a l e s  a n d  m o n e y - l e n d i n g  some 4 0 0 0  y e a r s  a g o  t o  t h e  
p r e s e n t - d a y  c o m p u t e r i z e d  f i n a n c i a l  s t a t e m e n t s ,  a c c o u n t i n g  a s  a 
f i e l d  o f  k n o w l e d g e  h a s  a l w a y s  b e e n  s h a p e d  i n  c o n t e x t  w i t h  t h e  
e x i s t i n g  s o c i a l  i n s t i t u t i o n s  o f  i t s  d a y .  The t r a i n i n g  o f  a c c o u n  
t a n t s  h a s  a l s o  b e e n  m o u l d e d  by  t h e  t r e m e n d o u s  c o n d i t i o n i n g  pow er  
o f  t h e  e x i s t i n g  s o c i a l  i n s t i t u t i o n s . ^  S c i e n t i f i c  t h o u g h t ,  e s ­
p e c i a l l y  on s o c i a l  a n d  p o l i t i c a l  m a t t e r s ,  d o e s  n o t  p r o c e e d  i n  a 
vacuum ,  b u t  i n  a s o c i a l l y - c o n d i t i o n e d  a t m o s p h e r e .  The s o c i a l  
h a b i t a t  o f  t h e  s c i e n t i s t  i s  l a r g e l y  i n f l u e n c e d  by  t h e  h i d d e n  
u n c o n s c i o u s  a n d  s u b c o n s c i o u s  e l e m e n t s  w h i c h  d e t e r m i n e  a w h o l e  
s y s t e m  o f  o p i n i o n s  a n d  t h e o r i e s  a p p e a r i n g  t o  h im  a s  u n q u e s t i o n -
3
a b l y  t r u e  o r  s e l f - e v i d e n t .
*See  B e d f o r d ,  The  F u t u r e  o f  A c c o u n t i n g  i n  â  C h a n g i n g  
S o c i e t y ,  p p .  7 - 9 .
^ C a r l  T .  D e v i n e ,  E s s a y s  i n  A c c o u n t i n g  T h e o r y ,  V o l .  I  
(3  v o l s . ;  D e l a n d ,  F l a . :  By t h e  A u t h o r ,  n . d . ) ,  p .  9 1 .  Many o f
t h e  r e f e r e n c e s  t h a t  f o l l o w  w e r e  f i r s t  f o u n d  h e r e  a n d  t h e n  t r a c e d  
t o  t h e  o r i g i n a l  s o u r c e s  f o r  f u r t h e r  r e s e a r c h .
^K. R.  P o p p e r ,  The H i g h  T i d e  o f  P r o p h e c y : H e g e 1,  M a rx ,
a n d  t h e  A f t e r m a t h ,  V o l .  I I  o f  The  O pen  S o c i e t y  a n d  I t s  E n e m ie s
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A c c o u n t i n g  a r t  a n d  p r a c t i c e s  h a v e  g o n e  t h r o u g h  many m e t a ­
m o r p h o s e s .  E ac h  s o c i a l  h a b i t a t  t h a t  a c c o u n t i n g  p a s s e s  t h r o u g h  
h a s  c o n t a i n e d  a n t e c e d e n t s  a n d  c a u s a l  c o n d i t i o n s  o f  t h e  i n s t i t u ­
t i o n a l  c o n t e x t .  D u r i n g  t h e  M i d d l e  Ages  a c c o u n t i n g  l a n g u i s h e d ,  
i n  company  w i t h  m o s t  o t h e r  e l e m e n t s  o f  l e a r n i n g  a n d  t r a d e ,  a n d  
i n  a b a r t e r  a n d  m a n o r i a l  econom y  t h e  f i n a n c i a l  t r a n s a c t i o n s  t h a t  
a r e  t h e  l i f e b l o o d  o f  a c c o u n t i n g  t e n d e d  t o  d i s a p p e a r . *  I t  s h o u l d  
b e  n o t e d ,  m o r e o v e r ,  t h a t  we f i n d  n o t h i n g  r e c o r d e d  a b o u t  b o o k ­
k e e p i n g  a s  p r a c t i c e d  i n  t h e  I n d i a n  t r a d i n g  h o u s e s  o f  a n t i q u i t y ,  
a l t h o u g h  i t  was  i n  I n d i a  t h a t  t h e  H i n d u s  f i r s t  d e v e l o p e d  t h e  
p o s i t i o n - n u m e r a I s  f r o m  w h i c h  o c c i d e n t a l  b o o k k e e p i n g  was  d e r i v e d .
The r e a s o n ,  a p p a r e n t l y ,  i s  t h a t  w i t h i n  t h e  e a r l y  H indu  i n s t i t u ­
t i o n a l  f r a m e w o r k  t h e  t r a d i n q  u n i t  r e m a i n e d  a c l o s e d  f a m i l y  a f f a i r ,  
an d  a c c o u n t a b i l i t y  was t h e r e f o r e  n o t  a s o c i a l  i m p e r a t i v e .
On t h e  o t h e r  h a n d ,  g e n u i n e  b o o k k e e p i n g  f i r s t  a r o s e  i n  
m e d i e v a l  I t a l y ,  a n d  a s  l a t e  a s  t h e  s i x t e e n t h  c e n t u r y ,  German 
c l e r k s  t r a v e l e d  t h e r e  t o  s e c u r e  i n s t r u c t i o n  i n  t h e  a r t .  I t  was  
d u r i n g  t h e  r e v i v a l  o f  I t a l i a n  commerce  i n  t h e  t h i r t e e n t h  a n d  f o u r ­
t e e n t h  c e n t u r i e s  t h a t  t h e  c o n c e p t  o f  a c c o u n t a b i l i t y  a r o s e .  B e c a u s e  
o f  t h e  s p r e a d i n g  a s s o c i a t i o n  o f  o u t s i d e r s  i n  t h e  f a m i l y  b u s i n e s s ,  
t h e  f i r s t  v i a b l e  b a s i s  f o r  t h e  t r a d i n g  company s e p a r a t e d  h o u s e h o l d
(2  v o l s . ,  2 n d  e d . ,  r e v . ;  L o n d o n :  R o u t l e d g e  & Kegan  P a u l  L t d . ,
1 9 5 2 ) ,  p .  2 1 3 .
* S i d n e y  D a v i d s o n ,  " A c c o u n t i n g , "  I n t e r n a t i o n a 1 E n c y c l o p e d i a  
o f  t h e  S o c i a 1 S c i e n c e s , I ,  15 .
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a n d  b u s i n e s s  a c c o u n t i n g  a s  t h e  n e e d  f o r  c r e d i t  s h a r p l y  i n c r e a s e d .
T h e s e  I t a l i a n  d e v e l o p m e n t s  c r e a t e d  a n e e d  f o r  r e c o r d s :  
t o  h e l p  m e r c h a n t s  c o n t r o l  t h e i r  d e a l i n g s  w i t h  c u s t o m e r s  a n d  em­
p l o y e e s ,  t o  i n d i c a t e  t h e  r e l a t i v e  i n t e r e s t s  o f  c r e d i t o r s  a n d  
o w n e r s ,  a n d  t o  a p p o r t i o n  p r o f i t s  among t h e  p a r t n e r s .  T h u s ,  t h e  
f i r s t  d o u b l e - e n t r y  s y s t e m s  o f  b o o k k e e p i n g  e v o l v e d  d u r i n g  t h i s  
p e r i o d . ^
E .  The  A c c o u n t i n g  F u n c t i o n  i n  I t s  T e m p o r a l  P e r s p e c t i v e
The i n t e r r e l a t i o n s h i p  b e t w e e n  t h e  f o r m s  o f  t h o u g h t ,  e s ­
p e c i a l l y  s o c i a l  t h o u g h t ,  a n d  t h e  f o r m s  o f  s o c i e t y  c a n  a l s o  be 
s e e n  i n  i t s  t e m p o r a l  p e r s p e c t i v e .  S p e c i a l  a r t  f o r m s  c a n  be 
d e f i n i t e l y  i d e n t i f i e d  w i t h  c e r t a i n  p e r i o d s  o f  h i s t o r y .  L i k e w i s e ,  
s p e c i f i c  f o r m s  a n d  p e r s p e c t i v e s  o f  k n o w le d g e  c a n  a l s o  be  a s s o ­
c i a t e d  w i t h  i n c r e a s i n g  e x a c t n e s s  t o  a p a r t i c u l a r  h i s t o r i c a l  a s  
w e l l  a s  i n s t i t u t i o n a l  s e t t i n g .  " E v e r y  e p o c h  h a s  i t s  f u n d a m e n t a l l y  
new a p p r o a c h  a n d  i t s  c h a r a c t e r i s t i c  p o i n t  o f  v i e w ,  a n d  c o n s e q u e n t -  
l y  s e e s  t h e  ' s a m e *  o b j e c t  f r o m  a new p e r s p e c t i v e . "
*W eber,  G e n e r a  1 E c o n o m ic  H i s t o r y ,  p p .  2 33- 229 .
" ^D av id so n ,  " A c c o u n t i n g , "  p .  15 .  A l s o ,  Yamee h a s  n o t e d  
t h r e e  d i s t i n c t  a d v a n t a g e s  o f  d o u b l e - e n t r y  b o o k k e e p i n g  o v e r  t h e  
e a r l i e r  m e th o d s  w h i c h  a t t r a c t e d  t h e  I t a l i a n  t r a d e r s :  ( I )  t h e
r e c o r d s  a r e  more c o m p r e h e n s i v e  a n d  o r d e r l y ;  ( 2 ) t h e  q u a l i t y  o f  
e n t r i e s  p r o v i d e s  a c o n v e n i e n t  c h e c k  on t h e  a c c u r a c y  o r  c o m p l e t e ­
n e s s  o f  t h e  l e d g e r ;  a n d  ( 3 )  t h e  l e d g e r  i n c l u d e s  p e r s o n a l ,  r e a l ,  
a n d  n o m i n a l  a c c o u n t s  i n  a n  i n t e g r a t e d  w h o l e ,  a n d  t h u s  c o n t a i n s  
t h e  m a t e r i a l s  f o r  d e v e l o p i n g  s t a t e m e n t s  o f  p r o f i t  a n d  l o s s  a n d  o f  
c a p i t a l ,  a s s e t s ,  a n d  l i a b i l i t i e s  a s  p a r t  o f  t h e  s y s t e m .  S e e  
Yamee,  " I n t r o d u c t i o n , "  p .  7 .
o
K a r l  M annhe im ,  I d e o l o g y  a n d  U t o p i a : An I n t r o d u c t i o n  t o
t h e  S o c i o l o g y  o f  K n o w le d g e ,  t r a n s .  by  L o u i s  W i r t h  a n d  Edward
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S i m i l a r l y ,  t h e  a p p e a r a n c e  o f  v a r i o u s  f o r m s  o f  t h e  a c c o u n t ­
i n g  f u n c t i o n  a t  d i f f e r e n t  t i m e s  i n  h i s t o r y  a l s o  h a s  i t s  h i s t o r i c a l  
s i g n i f i c a n c e .  T h u s :
The  B r i t i s h  s t e w a r d s h i p  p r i n c i p l e  w i t h  i t s  e m p h a s i s  on 
c h a r g e  a n d  d i s c h a r g e  o f  r e s p o n s i b i l i t y  may be  a s s o ­
c i a t e d  n a t u r a l l y  w i t h  t h e  s e m i - f e u d a l  s o c i a l  a r r a n g e ­
m e n t s  o f  t h e  t i m e  w i t h  t h e i r  e m p h a s i s  on r i g h t s  a n d  
c o r r e l a t i v e  r e s p o n s i b i l i t i e s .  The v e n t u r e  a c c o u n t i n g  
o f  t h e  I t a l i a n  c i t y  s t a t e s  a n d  much l a t e r  i n  c o n n e c ­
t i o n  w i t h  m i n i n g  v e n t u r e s  i n  t h e  W e s t e r n  w o r l d  i s  
a p p r o p r i a t e  f o r  t h e  p u r p o s e s  a n d  i n s t i t u t i o n s  i n ­
v o l v e d .  O f  m o re  r e c e n t  d a t e ,  one f i n d s  e m p h a s i s  on 
t h e  v i e w p o i n t  o f  s h o r t  t e r m  c r e d i t o r s  r e f l e c t e d  i n  
t h e  s t u d y  a n d  a c c e n t u a t i o n  o f  t h e  f i n a n c i a l  r e p o r t .
The c h a n g e  o f  o r g a n i z a t i o n  t y p e  w i t h  t h e  r i s e  o f  
i m p o r t a n t  i n v e s t o r s  a n d  m a n a g e r s  b r o u g h t  a b o u t  a s l o w  
a n d  p o n d e r o u s  s w i n g  o f  e m p h a s i s  i n  a c c o u n t i n g  t o  t h e  
incom e  r e p o r t  a n d  t o  m a n a g e r i a l  a c c o u n t i n g . ^
R e f l e c t i n g  on t h e  m e t a m o r p h o s i s  o f  t h e  a c c o u n t i n g  f u n c t i o n
o v e r  t i m e ,  o n e  c a n  e x t e n d  a p u r e  a n a l y s i s  o f  i t s  t h o u g h t  s t r u c t u r e
t o  d e t e r m i n e  when a n d  w h e r e  t h e  s o c i o e c o n o m i c  phen o m en o n  p r e s e n t e d
S h i l s ,  H a r v e s t  Books  (New Y o rk :  H a r c o u r t ,  B r a c e  & W o r l d ,  I n c . ,
1 9 3 o ) ,  p .  J 7 1 .
^ D e v i n e ,  E s s a y s  i n  A c c o u n t i n g  T h e o r y ,  p .  9 1 .  D e v i n e  a l s o  
e x p l a i n s  t h e  f u n d a m e n t a l  a s s o c i a t i o n  b e t w e e n  d o u b l e - e n t r y  b o o k ­
k e e p i n g  a n d  t h e  i n s t i t u t i o n  o f  p r i v a t e  p r o p e r t y  i n  t h e  e n v i r o n ­
m e n t a l  f r a m e w o r k .  He t h i n k s  t h a t  t h i s  c o n n e c t i o n  i s  l e a s t  j u s t i ­
f i e d ,  a n d  t h a t  t h e  i d e n t i f i c a t i o n  o f  t h e  r e c o r d i n g  p r o c e s s  w i t h  
t h e  d o m i n a n t  s o c i a l  i n s t i t u t i o n s  d u r i n g  t h e  p e r i o d  o f  d e v e l o p m e n t  
a n d  g r o w t h  may h a v e  l i m i t e d  some o t h e r w i s e  a s t u t e  a c c o u n t a n t s  i n  
t h e i r  a p p l i c a t i o n  o f  d o u b l e - e n t r y  r e c o r d  k e e p i n g  t o  a l l  k i n d s  o f  
a l t e r n a t i v e  i n s t i t u t i o n s ,  e . g . ,  s e c t o r s  o f  s o c i a l i s t  e c o n o m i e s  
a n d  c o o p e r a t i v e  o r g a n i z a t i o n s .  I b i d . S i m i l a r l y ,  t h e  A m e r i c a n  
A c c o u n t i n g  A s s o c i a t i o n  p a r t i c u l a r l y  e n v i s a g e s  a b r o a d  a p p l i c a t i o n  
o f  t h e  a c c o u n t i n g  p r o c e s s  t o  i n c l u d e  n o t  o n l y  t h e  b u s i n e s s  o p e r a t e d  
f o r  p r o f i t ,  b u t  a l s o  t h e  a c t i v i t i e s  o f  i n d i v i d u a l s ,  f i d u c i a r i e s ,  
g o v e r n m e n t  u n i t s ,  c h a r i t a b l e  e n t e r p r i s e s ,  a n d  s i m i l a r  e n t i t i e s .
I t  c o n c e i v e s  a c c o u n t i n g  a s  a n  i n f o r m a t i o n  s y s t e m  d e s i g n e d  t o  s e r v e  
m a n a g e r s  a n d  o t h e r s  i n  c a r r y i n g  o u t  t h e  o r g a n i z a t i o n a l  o b j e c t i v e s  
o f  e n t i t i e s  i n  w h i c h  p r o f i t a b i l i t y  i s  n o t  t h e  s o l e  o r  e v e n  an  
i m p o r t a n t  o b j e c t i v e .  S e e  A m e r i c a n  A c c o u n t i n g  A s s o c i a t i o n ,  A 
S t a t e m e n t  o f  B a s i c  A c c o u n t i n g  T h e o r y ,  p.  2 .
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i t s e l f  i n  s u c h  a l i g h t  t h a t  i t  e n l i g h t e n e d  t h e  a c c o u n t i n g  f u n c t i o n  
i n  a p a r t i c u l a r  p e r s p e c t i v e . S u c h  a n  a n a l y s i s  c a n  be  c a r r i e d  on 
t o  t h e  p o i n t  w h e r e  t h e  more  i n c l u s i v e  q u e s t i o n  may be  a n s w e r e d :  
why t h e  p h e n o m e n o n  p r e s e n t e d  i t s e l f  i n  s u c h  a m a n n e r  s o  t h a t  o n l y  
p a r t i c u l a r  im a g e s  w e r e  c r e a t e d .  H o w e v e r ,  t h e  c l u e  t o  t h e  t e m p o r a l  
v a r i a t i o n  i n  t h e  e v o l u t i o n  o f  k n o w l e d g e  i s  n o t  t o  b e  f o u n d  i n  t h e  
p h e n o m e n o n  o r  t h e  o b j e c t  i t s e l f ;  i f  i t  w e r e ,  i t  w o u l d  be  i m p o s s i b l e  
t o  u n d e r s t a n d  why a p a r t i c u l a r  p h e n o m e n o n  o r  obj’e c t  s h o u l d  a p p e a r  
i n  s o  many d i f f e r e n t  r e f r a c t i o n s .  R a t h e r ,  t h e  v a r i a t i o n  c a n  b e  
u n d e r s t o o d  i n  t h e  d i f f e r e n t  e x p e c t a t i o n s ,  p u r p o s e s ,  a n d  i m p u l s e s  
t h a t  a r i s e  o u t  o f  t h e  human e x i s t e n c e  o f  a p a r t i c u l a r  t i m e . *
The a p p r o a c h  t o w a r d  d e f i n i n g  t h e  f u n c t i o n  o f  a d i s c i p l i n e ,  
t h e  l e v e l  on w h i c h  t h a t  f u n c t i o n  h a p p e n s  t o  b e  f o r m u l a t e d ,  t h e  
s t a g e  o f  a b s t r a c t i o n  a n d  t h e  s t a g e  o f  c o n c r e t e n e s s  one  h o p e s  t o  
a t t a i n  i n  u n d e r s t a n d i n g  t h e  l a r g e r  s o c i e t a l  p r o c e s s e s  t h r o u g h
t h a t  f u n c t i o n - - t h e s e  a r e  a l l  c o l l e c t i v e l y  b o u n d  u p  w i t h  t h e  s o -
2
c i a 1 e x i s t e n c e . "  The  modes  a n d  s h a p e s  t h a t  becom e i m p e r a t i v e  i n
^M annhe im ,  I d e o l o g y  a n d  U t o p i a ,  p p .  1 - 5 .  M annhe im  f u r t h e r  
s u g g e s t s  t h a t  t h e  e x a m i n a t i o n  o f  t h e  o b j ' e c t  i s  n o t  a n  i s o l a t e d  a c t ;  
i t  t a k e s  p l a c e  i n  a c o n t e x t  w h i c h  i s  c o l o r e d  b y  v a l u e s ,  c o l l e c t i v e -  
u n c o n s c i o u s ,  a n d  v o l i t i o n a l  i m p u l s e s  o f  a p a r t i c u l a r  t i m e .  I n  t h e  
s o c i a l  s c i e n c e s ,  i t  i s  t h e  i n t e l l e c t u a l  i n t e r e s t ,  o r i e n t e d  i n  a 
m a t r i x  o f  c o l l e c t i v e  a c t i v i t y  o f  a p a r t i c u l a r  t i m e ,  w h i c h  p r o v i d e s  
t h e  g e n e r a l  q u e s t i o n s ,  t h e  c o n c r e t e  h y p o t h e s e s  f o r  r e s e a r c h ,  a n d  
t h e  t h o u g h t - m o d e I s  f o r  t h e  o r d e r i n g  o f  e x p e r i e n c e .  I b i d .
^ I b i d . , p p .  2 0 7 - 2 7 9 .  T h i s  a p p r o a c h e s  M a n n h e i m ' s  m a i n  
t h e s i s  o f  t h e  " s o c i o l o g y  o f  k n o w l e d g e "  w h i c h  s u g g e s t s  t h a t  m o d e l s  
o f  human t h o u g h t  c a n n o t  b e  a d e q u a t e l y  u n d e r s t o o d  a s  l o n g  a s  t h e i r  
s o c i a l  o r i g i n s  a r e  o b s c u r e d .  The s o c i o l o g y  o f  k n o w l e d g e  s e e k s  t o  
c o m p r e h e n d  t h o u g h t  i n  t h e  c o n c r e t e  s e t t i n g  o f  a n  h i s t o r i c a l - s o c i a l  
s i t u a t i o n  o u t  o f  w h i c h  i n d i v i d u a l l y  d i f f e r e n t i a t e d  t h o u g h t  o n l y  
g r a d u a l l y  e m e r g e s .  T h u s ,  i t  i s  n o t  men i n  g e n e r a l  who t h i n k ,  o r  
e v e n  i s o l a t e d  i n d i v i d u a l s  who d o  t h e  t h i n k i n g ,  b u t  men i n  c e r t a i n
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t h e  p e r f o r m a n c e  o f  t h e  a c c o u n t i n g  f u n c t i o n  t h u s  c a n n o t  b e  a d e ­
q u a t e l y  u n d e r s t o o d  a s  l o n g  a s  t h e i r  s o c i a l  o r i g i n s  r e m a i n  o b ­
s c u r e d ,  a n d  t h e i r  i n s t i t u t i o n a l  c o n t e x t  r e m a i n s  u n e x p l a i n e d .
T h e r e  i s  a d e f i n i t e  s o c i a l  c h a r a c t e r  i n  e v e r y  s c i e n c e  a n d  s c i e n ­
t i f i c  m e t h o d  w h i c h  p u t s  i t s  i m p r i n t  on t h e i r  f u n c t i o n .  W hat  i s  
s t i l l  m ore  i m p o r t a n t  i s  t h a t  t h e i r  f u n c t i o n a l  r e l e v a n c e  i s  a l s o  
t e s t e d  w i t h i n  t h e  i n s t i t u t i o n a l  f r a m e w o r k  t h a t  s h a p e s  t h e i r  
s o c i a l  c h a r a c t e r . *
T h u s ,  i f  t h e  f i n a n c i a l  i n s t i t u t i o n s  o f  a s o c i e t y  w h i c h  
p a y s  s c a n t  r e s p e c t  t o  t h e  a c c u m u l a t i o n  o f  w e a l t h  a n d  e c o n o m i c  
p o w e r  a r e  d i f f e r e n t  f r o m  t h o s e  o f  a s o c i e t y  w h i c h  p e r m i t s  a n d  
e s t e e m s  t h r i f t  a n d  a c c u m u l a t i o n ,  t h e n  t h e  k i n d  o f  a c c o u n t i n g  
f u n c t i o n  w h i c h  i s  a p p r o p r i a t e  i n  t h e s e  s o c i e t i e s  w i l l  s u r e l y  h a v e
g r o u p s  who h a v e  d e v e l o p e d  a p a r t i c u l a r  s t y l e  o f  t h o u g h t  i n  a n  
e n d l e s s  s e r i e s  o f  r e s p o n s e s  t o  c e r t a i n  t y p i c a l  s i t u a t i o n s  c h a r a c ­
t e r i z i n g  t h e i r  common p o s i t i o n .  I b i d . ,  p p .  1 - 1 2 .  H o w e v e r ,
P o p p e r  t a k e s  e x c e p t i o n  t o  t h e  i n h e r e n t  a n d  t o t a l  i d e o l o g i c a l  b i a s  
o f  t h e  s o c i o l o g y  o f  k n o w l e d g e ,  a n d  s u g g e s t s  t h a t  i t  c l e a r l y  d e ­
s t r o y s  t h e  b a s i s  o f  r a t i o n a l  d i s c u s s i o n  a n d  u l t i m a t e l y  l e a d s  t o  
a n t i r a t i o n a l i s m  a n d  m y s t i c i s m .  S e e  P o p p e r ,  The H i g h  T i d e  o f  
P r o p h e c y ,  p p .  2 1 5 - 2 1 7 .
* T h i s  i n d e e d  i s  a h e n - a n d - e g g  p r o c e s s  w h i c h ,  B o u l d i n g  
t h i n k s ,  i s  p e r h a p s  t h e  m o s t  i m p o r t a n t  k e y  t o  t h e  u n d e r s t a n d i n g  
o f  t h e  d y n a m i c s  o f  a s o c i a l  s c i e n c e  w h i c h  m a n i f e s t s  i t s e l f  a s  a n  
im ag e  o f  s o c i e t y .  T h e  im a g e  n o t  o n l y  m akes  s o c i e t y ,  b u t  s o c i e t y  
a l s o  c o n t i n u a l l y  r e m a k e s  t h e  i m a g e .  The im ag e  i n  a n y  s o c i e t y  
p r o v i d e s  t h e  b a s i c  b o n d ,  t h e  e s s e n t i a l  c h a r a c t e r i s t i c s  o f  w h i c h  
a r e  s h a r e d  by  t h e  i n d i v i d u a l  p a r t i c i p a n t s .  T h i s  p r o v i d e s  t h e  
b a s i c  d i l e m m a  f o r  a n  i n d i v i d u a l  p a r t i c i p a n t :  how t o  b r e a k  t h r o u g h
t h e  s o c i a l  e n v i r o n m e n t  a n d  f r e e  o n e s e l f  f r o m  t h e  t o t a l  v a l u e  s y s ­
t e m  o f  t h e  s o c i e t y .  S e e  K e n n e t h  B.  B o u l d i n g ,  The I m a g e : Know­
l e d g e  i n  L i f e  a n d  S o c i e t y ,  Ann A r b o r  P a p e r b a c k s  (Ann A r b o r :  M i c h . :  
U n i v e r s i t y  o f  M i c h i g a n  P r e s s ,  1 9 7 1 ) ,  p .  0 4 ;  a n d  P o p p e r ,  The  H i g h  
T i d e  o f  P r o p h e c y ,  p p .  2 1 5 - 2 2 0 .  I j i r i  h a s  n o t e d  t h e  same d i l e m m a  
f o r  t h o s e  who u s e  a c c o u n t i n g  r e p o r t s  t o  c o m m u n i c a t e .  He n o t e s  
t h a t ,  l i k e  a n y  o t h e r  l a n g u a g e ,  a c c o u n t i n g  h a s  a c o m p l i c a t e d  s e t  
o f  r u l e s  on how one may e x p r e s s  t h e  e c o n o m i c  e v e n t s  o f  a n  e n t i t y .  
T h e s e  r u l e s  a r e  a i m e d  a t  s e r v i n g  p e o p l e ,  b u t  on t h e  o t h e r  h a n d ,
197
t o  b e  d i f f e r e n t .  L i k e w i s e ,  t h e r e  w i l l  b e  a d i f f e r e n t  k i n d  o f  
a c c o u n t i n g  f u n c t i o n  i n  a n  e conom y  w i t h  n o  s y s t e m  o f  c r e d i t  t h a n  
i n  t h e  one w i t h  a we 1 1 - d e v e l o p e d  c r e d i t  s y s t e m .  S i g n i f i c a n t  
d i f f e r e n c e s  w i l l  a l s o  b e  e v i d e n t  b e t w e e n  t h e  a c c o u n t i n g  f u n c t i o n  
a p p r o p r i a t e  t o  b u s i n e s s  e n t i t i e s  w h e r e  t h e r e  i s  n o  c o r p o r a t e  
b u s i n e s s  a n d  n o  w i d e s p r e a d  i n v e s t m e n t  i n  c o r p o r a t e  b u s i n e s s ,  
a n d  t h e  a c c o u n t i n g  f u n c t i o n  a p p r o p r i a t e  t o  b u s i n e s s  e n t i t i e s  i n  
a h i g h l y  i n d u s t r i a l i z e d  eco n o m y  w h e r e  s u c h  d e v i c e s  a n d  i n s t i t u ­
t i o n s  a r e  common.*
F .  S o c i a l  U s e s  o f  A c c o u n t i n g :  An O v e r v i e w
L i t e r a t u r e  a b o u n d s  on  t h e  v a r i e t y  o f  u t i l i t a r i a n  dem ands  
made on t h e  a c c o u n t i n g  f u n c t i o n  b y  s o c i e t y  a t  l a r g e .  The n a t u r e  
a n d  e m p h a s i s  o f  t h e s e  d e m a n d s  c h a n g e  a s  t h e  i n s t i t u t i o n a l  f r a m e ­
w o r k  o f  s o c i e t y  c h a n g e s .  I n  t h i s  r e s p e c t ,  t h e  a c c o u n t i n g  p r o f e s ­
s i o n  i s  s i m i l a r  t o  t h a t  o f  l a w ,  b e c a u s e  b o t h  a r e  f o r c e d  t o  e v o l v e  
c o n t i n u o u s l y  t o  m e e t  t h e  c h a n g i n g  n e e d s  o f  t h e  t i m e .  May h a s
p e o p l e  a r e  c o n s t r a i n e d  by  t h e m .  U n l e s s  p e o p l e  s a c r i f i c e  t h e i r  
f r e e d o m  a n d  o b s e r v e  t h e  r u l e s ,  a c c o u n t i n g  c a n n o t  s e r v e  t h e m .  Y u j i  
I j i r i ,  " L o g i c  a n d  S a n c t i o n s  i n  A c c o u n t i n g , "  i n  A c c o u n t i n g  i n  P e r ­
s p e c t i v e  : C o n t r i b u t i o n s  t o  A c c o u n t i n g  T h o u g h t  b y  O t h e r  D i s c i ­
p l i n e s ,  e d .  by  R o b e r t  R .  S t e r l i n g  a n d  W i l l i a m  F .  Benz  ( C i n c i n n a t i :  
S o u t h - W e s t e r n  P u b l i s h i n g  C o . ,  1 9 7 1 ) ,  p .  3 .
^•Chambers,  A c c o u n t i n g .  Eva l u a t i o n  a n d  E c o n o m ic  B e h a v i o r ,
P .  15 .
■ ^ P e r c i v a l  F .  B r u n d a g e ,  " M i l e s t o n e s  on t h e  P a t h  o f  A c c o u n t ­
i n g , "  H a r v a r d  B u s i n e s s  R e v i e w ,  XXIX ( J u l y ,  1 9 5 1 ) ,  7 1 .  H e r e ,  
B r u n d a g e  q u o t e s  Mr.  J u s t i c e  H o l m e s ,  s a y i n g  t h a t  a l a r g e  p a r t  o f  
o u r  law  i s  " o p e n  t o  r e c o n s i d e r a t i o n  u p o n  a s l i g h t  c h a n g e  i n  t h e  
h a b i t  o f  t h e  p u b l i c  m i n d , "  a n d  t h i n k s  t h a t  w h a t  i s  t r u e  o f  law  i s  
e q u a l l y  t r u e  o f  a c c o u n t i n g .  I b i d . F u r t h e r ,  a s  Vance  s u g g e s t s ,
1 9 8
c o m p r e h e n s i v e l y  s u m m a r i z e d  t h e  v a r i o u s  u s e s  o f  t h e  a c c o u n t i n g  
f u n c t i o n  a s  t h e y  came t o  b e  e x p e c t e d  o f  i t  f r o m  t i m e  t o  t i m e :
( 1 )  A r e p o r t  o f  s t e w a r d s h i p
( 2 )  A b a s i s  f o r  f i s c a l  p o l i c y
( 3 )  A d e v i c e  t o  d e t e r m i n e  t h e  l e g a l i t y  o f  d i v i d e n d s
( 4 )  A g u i d e  t o  w i s e  d i v i d e n d  a c t i o n
( 5 )  A b a s i s  f o r  g r a n t i n g  o f  c r e d i t
( o )  I n f o r m a t i o n  f o r  p r o s p e c t i v e  i n v e s t o r s  i n  an  e n t e r ­
p r i s e
( 7 )  A g u i d e  t o  t h e  v a l u e  o f  i n v e s t m e n t s  a l r e a d y  made
( 8 )  An a i d  t o  g o v e r n m e n t  s u p e r v i s i o n
( 9 )  A b a s i s  f o r  p r i c e  o r  r a t e  r e g u l a t i o n
( 1 0 )  A b a s i s  f o r  t a x a t i o n *
I n  a d d i t i o n ,  t h e  a c c o u n t i n g  f u n c t i o n  h a s  made i t  p o s s i b l e  
f o r  t h e  v a r i o u s  l o c a l  g o v e r n m e n t s  a n d  t h e i r  a g e n c i e s  t o  r e n d e r  r e ­
p o r t s  t o  t h e  t a x p a y e r s ;  f o r  h e a l t h  a n d  w e l f a r e  o r g a n i z a t i o n s  t o
o n l y  t h e  c h a n g e s  o u t s i d e  o f  a c c o u n t i n g ,  s u c h  a s  t h e  1913 c o n s t i t u ­
t i o n a l  a m e n d m e n t  m a k i n g  in c o m e  t a x  l a w f u l ,  f o r c e d  a s p e c t a c u l a r  
d e v e l o p m e n t  i n  c o d i f y i n g  a c c o u n t i n g  p r i n c i p l e s .  S e e  L a w r e n c e  L .  
V a n c e ,  "T h e  Road  t o  R e fo rm  o f  A c c o u n t i n g  P r i n c i p l e s , "  The  A c c o u n t ­
i n g  R e v i e w ,  XLIV ( O c t o b e r ,  19t>9),  0 9 2 - 7 0 3 .  On t h e  s u b j e c t  o f  
b e i n g  f o r c e d  t o  b e  r e s p o n s i v e  t o  t h e  c h a n g i n g  n e e d s  o f  t h e  t i m e s ,  
t h e  a c c o u n t i n g  p r o f e s s i o n  d r e w  f i r e  r e c e n t l y  f r o m  t h e  S e c u r i t i e s  
a n d  E x c h a n g e  C o m m i s s i o n  c h a i r m a n ,  W i l l i a m  J .  C a s e y .  I n  a s t r o n g l y -  
w o r d e d  s p e e c h ,  Mr.  C a s e y  i n d i c a t e d  t o  t h e  a c c o u n t i n g  p r o f e s s i o n  
t h a t  t h e  SEC m i g h t  u n d e r t a k e  t o  f o r c e  t h e  p a c e  a t  w h i c h  t h e  p r o ­
f e s s i o n  m e e t s  t h e  m u l t i p l i c i t y  o f  d e m a n d s  made u p o n  i t  a n d  g e n e r ­
a t e s  r e p o r t s  w h i c h  a r e  more  c o m p a r a b l e ,  more  r e v e a l i n g ,  a n d  m ore  
m e a n i n g f u l .  S e e  " C a s e y  Warns  A c c o u n t a n t s  o f  SEC A c t i o n  I f  I n d u s t r y  
D o e s n ' t  U p g r a d e  S t a n d a r d s , "  W a l l  S t r e e t  J o u r n a l ,  O c t o b e r  3 ,  1 9 7 2 ,
P .  3 .
* G e o rg e  O . May,  F i n a n c i a  1 A c c o u n t i n g : A_ D i s t i l l a t i o n  o f
E x p e r i e n c e  (New Y o rk :  M a c m i l l a n  Com pany ,  1 9 5 7 ) ,  p .  3 .  H o w e v e r ,
May d i v i d e s  t h e s e  t e n  m a j o r  u s e s  o f  a c c o u n t i n g  i n t o  tw o  g r o u p s  o f  
f i v e :  t h e  f i r s t  f i v e  a s  t h e  o l d e r ,  a n d  t h e  s e c o n d  f i v e  a s  more
m o d e r n .  He s u g g e s t s  t h a t  t h e  d i s t i n c t i o n  b e t w e e n  t h e  tw o  g r o u p s  
i s  s i g n i f i c a n t .  A c c o u n t i n g  h a s  r e c o g n i z e d ,  i n  t h e  f i r s t  g r o u p ,  
t h e  p r o v i s i o n a l  c h a r a c t e r  o f  a l l  m e a s u r e m e n t s  o f  i n c o m e  a n d  t h e  
g r e a t e r  u n c e r t a i n t y  a t t a c h e d  t o  t h e  a t t e m p t s  t o  a l l o c a t e  i n c o m e  
t o  p a r t i c u l a r  s h o r t  p e r i o d s  o f  t i m e .  The m a j o r  i n f l u e n c e s  on c o r ­
p o r a t e  f i n a n c i a l  a c c o u n t i n g ,  h o w e v e r ,  came f r o m  t h e  s e c o n d  g r o u p .  
I b i d . ,  p p .  1 8 - 2 5 .
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make f i n a n c i a l  r e p o r t s  t o  c o n t r i b u t o r s ;  f o r  p a r t i e s  t o  v a r i o u s  
t y p e s  o f  c o n t r a c t s  t o  make f i n a n c i a l  r e p o r t s  t o  e a c h  o t h e r ;  a n d  
f o r  l a b o r  u n i o n s  a n d  o t h e r  s e g m e n t s  o f  t h e  l a r g e r  s o c i e t y  t o  g a i n  
more  i n f o r m a t i o n  a n d ,  h o p e f u l l y ,  g r e a t e r  u n d e r s t a n d i n g  o f  t h e  im ­
p a c t  o f  c o r p o r a t e  a c t i v i t i e s . *
More o f t e n  t h a n  n o t ,  h o w e v e r ,  t h e  a c c o u n t i n g  f u n c t i o n  h a s  
b e e n  s y m b o l i z e d  w i t h  t h e  incom e  d e t e r m i n a t i o n  f u n c t i o n ,  a n d ,  i n  
m o s t  c a s e s ,  t h e  l a t t e r  b e c a m e  t h e  m o s t  i m p o r t a n t ,  i f  n o t  t h e  o n l y ,  
f u n c t i o n  o f  a c c o u n t i n g . "  From t h e  v i e w p o i n t s  o f  e c o n o m i s t s  a s  
w e l l  a s  p h i l o s o p h e r s ,  a c c o u n t i n g  i n  i t s  in c o m e  d e t e r m i n a t i o n  f u n c ­
t i o n  p r o v i d e s  a n  i m p o r t a n t  s o c i a l  c o n t r i b u t i o n .  F o r  t h e  e c o n o ­
m i s t s  :
( 1 )  The in c o m e  o b j e c t i v e  t e n d s  t o  c a u s e  r e s o u r c e s  t o  
be  a l l o c a t e d  t o  t h e i r  m o s t  p r o d u c t i v e  u s e ,  p r o v i d e d  
t h a t  c o m p e t i t i o n  i s  f r e e .
( j )  M e a s u r e d  p a s t  in c o m e  may be  u s e d  e i t h e r  b y  i t s e l f  
o r  i n  c o m b i n a t i o n  w i t h  o t h e r  f a c t o r s  a s  a b a s i s  f o r  
c o m p u t i n g  t h e  r e t u r n  on i n v e s t m e n t  t o  e v a l u a t e  t h e  
e f f e c t i v e n e s s  o f  m a n a g e m e n t ,  a s s u m i n g  t h a t  in c o m e  i s  
t h e  p r i m a r y  o b j e c t i v e  o f  m a n a g e m e n t .
( 3 )  " R e a l "  i n c o m e  may be  u s e d  t o  e v a l u a t e  t h e  g r o w t h  
o f  a n a t i o n  a n d  t h e  e f f e c t i v e n e s s ,  i n  a n  e c o n o m i c  
s e n s e ,  o f  t h e  p o l i t i c a l  s y s t e m  u n d e r  w h i c h  t h e
*R e p o r t  o f  t h e  b o n g  Ranoe  O b j e c t i v e s  C o m m i t t e e  o f  t h e  
A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s , R o b e r t  M. 
T r u e b l o o d ,  c h a i r m a n  (New Y o rk :  A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d
P u b l i c  A c c o u n t a n t s ,  1 9 0 5 ) .
“ V.’i l l i a r a  J .  V a t  t e r ,  The F u n d  T h e o r y  o f  A c c o u n t i n g  a n d  
I t s  I m p l i c a t i o n s  f o r  F i n a n c i a 1 R e p o r t s . p .  3 5 .  V a t t e r  f u r t h e r  
s u g g e s t s  t h a t  t h i s  i s  i n  s p i t e  o f  t h e  f a c t  t h a t  t h e  m e a s u r e m e n t  
o f  in c o m e  i s  n o t  t h e  s o l e ,  o r  e v e n  t h e  m o s t  i m p o r t a n t ,  a im  o f  
a c c o u n t i n g .  He f e a r s  t h a t  t h e r e  a r e  g r o u n d s  f o r  t h e  b e l i e f  t h a t  
t h e  a c c o u n t a n t  h a s  o v e r e m p h a s i z e d  a n d  o v e r w o r k e d  t h e  n o t i o n  o f  
in c o m e  f a r  p a s t  t h e  p o i n t  o f  d i m i n i s h i n g  r e t u r n .  I b i d . N e a r l y  
a q u a r t e r  o f  a c e n t u r y  l a t e r ,  B e d f o r d  a l s o  e x p r e s s e d  s i m i l a r  
v i e w s .  S e e  B e d f o r d ,  The F u t u r e  o f  A c c o u n t i n g  i n  â  C h a n g i n g  
S o c i e t y ,  p p .  2 0 - 2 1 .
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n a t i o n  o p e r a t e s .
And f o r  t h e  p h i l o s o p h e r s :
( 1 )  I t  i s  a means  t o  g r a t i f y  m a n k i n d ' s  p h y s i o l o g i c a l  
r e q u i r e m e n t s  ( f o o d ,  c l o t h i n g ,  s h e l t e r ,  m e d i c i n e ) ,  a n d  
e n a b l e s  man t o  c o n s i d e r  b o t h  p r e s e n t  a n d  a n t i c i p a t e d  
f u t u r e  n e e d s .
( 2 )  I t  i s  a means  t o  s a t i s f y  t h e  n e e d  f o r  s e l f -  
e x p r e s s i o n  i n  t h e  f o r m  o f  p u r s u i t  o f  n o n e c o n o m i c  
i n t e r e s t s  ( r e l i g i o u s ,  e t h i c a l ,  s c i e n t i f i c ,  a n d  
e s t h e t i c ) .
( 3 )  I t  i s  a m e a n s  t o  s a t i s f y  t h e  n e e d  f o r  s o c i a l  
r e c o g n i t i o n  ( p o w e r ,  p r e s t i g e ,  a n d  p o p u l a r i t y ) . ' 2
M a s l o w ' s  g o a l  h i e r a r c h y  h a s  a m p ly  shown t h a t  f o r  t h e  mass
o f  m a n k i n d ,  p h y s i o l o g i c a l  n e e d s  s t i l l  p r e d o m i n a t e  i n  t h e  m e a n i n g
o f  w o r k  a n d ,  t h e r e f o r e ,  o f  i n c o m e ,  t o o .  Incom e  a s  a m eans  t o
s a t i s f y  t h e  n e e d s  f o r  s o c i a l  r e c o g n i t i o n  be c o m e s  s i g n i f i c a n t  o n l y
t o  t h o s e  who h a v e  e f f e c t i v e l y  s a t i s f i e d  t h e i r  n e e d s  f o r  p h y s i c a l
3
e x i s t e n c e  a n d  s e l f - e x p r e s s i o n .
^ N o r t o n  M. B e d f o r d ,  I n co m e  D e t e r m i n a t i o n  T h e o r y : An
A c c o u n t i n g  F r a m e w o r k ,  A d d i s o n - W e s l e y  S e r i e s  i n  M anagem en t  S c i e n c e  
a n d  E c o n o m ic s  ( R e a d i n g ,  M a s s . :  A d d i s o n - W e s l e y  P u b l i s h i n g
Company ,  I n c . ,  19<->5), p .  14 .
2 I b i d . , p p .  1 4 - 1 5 .
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I n  w h a t  h a s  s i n c e  becom e  a c l a s s i c  a r t i c l e ,  M as low  s u g ­
g e s t e d  t h a t  t h e  m e a n i n g  o f  w o r k  a n d ,  c o n s e q u e n t l y ,  o f  in c o m e  
e a r n e d  f r o m  w o r k ,  t o  a n  i n d i v i d u a l  v a r i e s  w i t h  h i s  n e e d s  a n d  t h e  
e x t e n t  t o  w h i c h  t h e y  a r e  s a t i s f i e d  i n  a w o r k  s i t u a t i o n .  He h a s  
c a p t u r e d  t h e s e  c h a n g e s  i n  h i s  f a m o u s  h i e r a r c h y  o f  n e e d s  c l a s s i ­
f i c a t i o n ,  a s  f o l l o w s :  ( 1 )  p h y s i o l o g i c a l  n e e d s  o f  h u n g e r ,  t h i r s t ,
t h e  a c t i v i t y - s l e e p  c y c l e ,  s e x ,  a n d  e v a l u a t i o n ;  ( j )  s a f e t y  n e e d s  
f o r  p r o t e c t i o n  a g a i n s t  d a n g e r ,  t h r e a t ,  a n d  d e p r i v a t i o n ;  ( 3 )  l o v e  
n e e d s  f o r  s a t i s f a c t o r y  a s s o c i a t i o n s  w i t h  o t h e r s ,  f o r  b e l o n g i n g  t o  
g r o u p s  a n d  f o r  g i v i n g  a n d  r e c e i v i n g  f r i e n d s h i p  a n d  a f f e c t i o n ;
( 4 )  e s t e e m  n e e d s  f o r  s e l f - r e s p e c t  a n d  t h e  e s t e e m  o f  o t h e r s ,  o f t e n  
r e f e r r e d  t o  a s  e g o  o r  s t a t u s  n e e d s ;  a n d  ( 5 )  s e l f - r e a l i z a t i o n ,  
s e l f - f u l f i l l m e n t ,  o r  s e l f - a c t u a l i z a t i o n  n e e d s  t o  a c h i e v e  t h e  p o ­
t e n t i a l  w i t h i n  a n  i n d i v i d u a l  f o r  s e I f - d e v e l o p m e n t ,  c r e a t i v i t y ,  
a n d  s e l f - e x p r e s s i o n .  S e e  A. H. M a s lo w ,  "A T h e o r y  o f  Human M o t i ­
v a t i o n , "  The P s y c h o l o g i c a 1 R e v i e w ,  L ( J u l y ,  1 9 4 3 ) ,  3 7 0 - 3 9 0 ;  a n d  
G e o r g e  A. S t e i n e r ,  B u s i n e s s  a n d  S o c i e t y ,  Random H ouse  Books  i n
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From the a c c o u n ta n t 's  c o r n e r ,  however, th e  r o le  o f  b u s i ­
n e ss  income as a d e v ic e  t o  a p p ra ise  th e  a d m in is t r a t iv e  p r o c e s s ,  
th a t  i s ,  t o  d i s c l o s e  o v e r a l l  e f f i c i e n c y  or i n e f f i c i e n c y ,  i s  p e r ­
haps the most s i g n i f i c a n t . *  In the p ro c e ss  o f  income d e te r m in a ­
t i o n ,  th e  a cco u n tin g  fu n c t io n  i s  concerned  w ith  " th e  p r o v is io n  o f  
some o f  the f a c t s  on the b a s i s  o f  which one may a c t  know ledgeably  
g iv e n  o n e 's  ends or pu rp oses ." ^  For th e  a c c o u n ta n t ,  th e  b a s i c
Management (New York: Random House, 1 9 7 1 ) ,  ch .  x i i i ,  f o r  a d i s c u s ­
s io n  on th e  changing r o l e  o f  men in  o r g a n iz a t io n s  in  r e l a t i o n  t o  
th e  Maslow h ie r a r c h y .  S i m i l a r l y ,  L a z a r s fe ld  n o te s  t h a t  in  a d d i t io n  
t o  th e  r a p id ly  d e v e lo p in g  r o l e  o f  measurement in  s o c i e t y  which  
appears t o  be an im portant a s p e c t  o f  the fu tu r e  s o c i a l  environm ent  
in  which acco u n tin g  w i l l  o p e r a te ,  s o c i o l o g i c a l  f in d in g s  s u g g e s t  
th a t  the  m o t iv a t io n a l  v a lu es  o f  s o c i e t y  in  the fu tu r e  may s h i f t  
toward i n t e l l e c t u a l  m a tte r s .  F u rth er , t h i s  i n t e l l e c t u a l  a s p e c t  
o f  a c c o u n t in g  may become g r e a t l y  esteem ed by th e  young a c c o u n ta n ts  
o f  the f u t u r e .  See Paul L a z a r s f e ld ,  "Accounting and S o c i a l  Book­
k eep in g ,"  in  A ccounting  in  P e r s p e c t iv e ,  e d .  by S t e r l i n g  and B en tz ,  
pp. 9 9 -1 0 0 .
^Bedford, Income D eterm in a t io n  Theory, p . 17. S i m i l a r l y ,  
the l a t e  P r e s id e n t  Lyndon B. Johnson a l s o  viewed th e  im portance  
o f  a c c o u n t in g  as an in stru m en t fo r  e f f i c i e n c y  on a la r g e r  s c a l e  
fo r  th e  e n t i r e  s o c i e t y .  In h i s  m essage c e l e b r a t in g  th e  f i f t i e t h  
a n n iv e r sa r y  o f  the American A ccounting  A s s o c ia t io n ,  he s u g g e s te d  
th a t  t o  the i n d iv id u a l ,  t o  p u b l ic  and p r iv a te  o r g a n iz a t io n s ,  and 
t o  th e  n a t io n  i t s e l f ,  f i n a n c i a l  r e p o r t in g  becomes a t  once a guage 
o f  p a s t  p ro g ress  and a t o o l  f o r  fu tu r e  p la n n in g .  In t h i s  f u n c ­
t i o n ,  " accou n tin g  s e r v e s  as  an im portant in stru m en t f o r  e f f i c i e n c y  
and p r o g r e s s ."  See The A ccounting  R eview . XLII (January , 1 9 6 7 ) ,
175.
^Chambers, A cco u n tin g , E v a lu a t io n  and Bconomic B eh a v io r .  
p .  15. How one goes  about p r o v id in g  th e s e  f a c t s ,  however, i s  an­
o th er  m atter and open t o  e n d le s s  c o n t r o v e r s i e s .  The most compre­
h e n s iv e  attem pt t o  a r r iv e  a t  the a c co u n tin g  f u n c t io n  which would 
p ro v id e  such f a c t s  was made by Chambers; fo r  him, f u n c t i o n a l l y ,  
a c c o u n t in g  sh ou ld  be "a method o f  r e t r o s p e c t i v e  and contemporary  
monetary c a l c u l a t i o n ,  the purpose o f  which i s  t o  p rov id e  a co n ­
t in u o u s  so u rce  o f  f i n a n c i a l  in fo rm a tio n  as a gu id e  t o  f u t u r e  
a c t io n  in  the m arket." I b id . .  p .  9 9 .  Two r e p r e s e n t a t iv e  c r i t i ­
c ism s o f  Chambers' view o f  th e  a c c o u n tin g  f u n c t io n  can be found  
in  Kermit Larson and R. W. S c h a t tk e ,  "Current Cash E q u iv a le n t ,  
A d d i t i v i t y  and F in a n c ia l  A c t io n ,"  The A ccou n tin g  R eview . XLI (O cto ­
b e r ,  1966),  634-641; and George J .  S tau b u s , "Current Cash E q u iv a le n t
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o b j e c t i v e  o f  t h e  p r o c e s s  o f  i n c o n e  d e t e r m i n a t i o n  h a s  b e e n  t o  h e l p  
i n v e s t o r s  make r a t i o n a l  d e c i s i o n s  f o u n d e d  on t h e  m o s t  i n f o r m a t i v e  
f i n a n c i a l  d a t a  w h i c h  c a n  be  p r o v i d e d  t o  th e m  t h r o u g h  f i n a n c i a l  
s t a t e m e n t s . *
E a r l i e r  i n  t h i s  a n a l y s i s ,  we c o n s i d e r e d  t h e  f u n c t i o n a l  
d i f f e r e n t i a t i o n  o f  t h e  s o c i a l  s y s t e m  a n d  s u g g e s t e d  t h a t  e v e r y  
s o c i a l  s y s t e m  m u s t  h a v e  a m eans  t o  ( 1 )  r e c o g n i z e  a t t a i n a b l e  g o a l s ,
(2 )  a d a p t  t o  c h a n g e ,  ( 3 )  m a i n t a i n  i t s  s o c i a l  s t r u c t u r e ,  a n d
( 4 )  c o o r d i n a t e  a l l  p a r t s  i n t o  a n  i n t e g r a t e d  w h o l e .  A c c o u n t i n g  a s
2
a p r o f e s s i o n  c a n  b e  v i e w e d  a s  a s o c i a l  i n s t i t u t i o n .  I t  h a s
f o r  A s s e t s :  A D i s s e n t , "  The A c c o u n t i n g  R e v i e w ,  X L I I  ( O c t o b e r ,
1 9 6 7 ) ,  o 5 0 - 6 6 l .
^ F r a n c i s  M. W h e a t ,  "A P r o g n o s i s  f o r  t h e  New F i n a n c i a l  
A c c o u n t i n g  S t a n d a r d s  B o a r d , "  W o r I d ,  P e a t ,  M a r w i c k ,  M i t c h e l l  & C o . ,  
Summer,  1 9 7 2 ,  p p .  4 - 5 .  W h e a t  f e e l s  s o  s t r o n g l y  a b o u t  t h i s  o b j e c ­
t i v e  t h a t  he  w a r n s  t h a t  i f  f i n a n c i a l  a c c o u n t i n g  i s  a d u l t e r a t e d  by  
a n y  o t h e r  o b j e c t i v e ,  h o w e v e r  w o r t h y  i t  may s e e m  a t  f i r s t  b l u s h ,  
s u c h  a n  a d u l t e r a t i o n  w i l l  v i o l a t e  t h e  f u n d a m e n t a l  p u r p o s e  a n d  
v a l u e  o f  t h e  f r e e  m a r k e t  s y s t e m  a s  t h e  p r i m a r y  m e c h a n i s m  f o r  a l l o ­
c a t i n g  o u r  c a p i t a l  r e s o u r c e s .  T h i s  w i l l  i m p a i r  t h e  v e r y  l e g i t i m a c y  
o f  a c c o u n t i n g ,  a n d  r i s k  e v e n  i t s  d e m i s e .  I b i d . F u r t h e r ,
G.  B r a d f o r d  C o o k ,  c h a i r m a n  o f  t h e  S e c u r i t i e s  a n d  E x c h a n g e  Commis ­
s i o n ,  r e c e n t l y  i n d i c a t e d  t h a t  t h e r e  i s  a l r e a d y  a d e c l i n e  i n  t h e  
u n i q u e  a b i l i t y  o f  t h e  U . S .  c a p i t a l  m a r k e t  s y s t e m  t o  r a i s e  new c a p i ­
t a l  f o r  many t h o u s a n d s  o f  c o r p o r a t i o n s  t h r o u g h o u t  t h e  c o u n t r y .
J a m e s  N eedham ,  c h a i r m a n  o f  t h e  New Y o rk  S t o c k  E x c h a n g e ,  p l a c e s  
some o f  t h i s  b l a m e  on t h e  a c c o u n t i n g  p r o f e s s i o n .  I t  i s  g e n e r a l l y  
f e l t  t h a t  f i n a n c i a l  s t a t e m e n t s  d o  n o t  c o n v e y  s u f f i c i e n t  m e a n i n g f u l  
i n f o r m a t i o n  t o  t h e  i n v e s t o r .  S e e  E d i t o r i a l ,  W a l l  S t r e e t  J o u r n a 1,  
May 7 ,  1 9 7 3 ,  p. 2 0 ;  a n d  "N eedham  S c o r e s  A c c o u n t a n t s , "  New Y ork  
T i m e s , J u n e  15 ,  1 9 7 3 ,  p.  5 1 .
^ F o r  e x a m p l e ,  Imke v i e w s  a c c o u n t i n g  a s  a s e r v i c e  i n s t i t u ­
t i o n  i n  s o c i e t y ,  a n d  s u g g e s t s  t h a t  i t  e x i s t s  t o  s e r v e  t h e  s o c i e t y .  
F o r  h im ,  t h i s  i s  t h e  f i r s t  a n d  o n l y  p o s t u l a t e  o f  a c c o u n t i n g  t h a t  
e x p l a i n s  t h e  r e a s o n  f o r  i t s  e x i s t e n c e .  S e e  F r a n k  J .  Im k e ,  
" R e l a t i o n s h i p s  i n  A c c o u n t i n g  T h e o r y , "  The  A c c o u n t i n g  R e v i e w ,  XLI 
( A p r i l ,  1 9 0 6 ) ,  3 2 0 - 3 2 1 .  As D e v i n e  s u g g e s t s ,  i t  i s  t r i t e  t o  i m p l y  
t h a t  a c c o u n t i n g  i s  a s e r v i c e  a c t i v i t y .  I n  f a c t ,  a c c o u n t i n g  i s  
t i n g e d  by  t h e  p u b l i c  i n t e r e s t ,  a n d  i t  s h o u l d  h a v e  i t s  p r o c e d u r e s
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w i t h i n  i t s e l f  c e r t a i n  n o r m a t i v e  p a t t e r n s  g o v e r n i n g  i t s  i n t e r n a l  
s t r u c t u r e  a n d  f u n c t i o n a l  p e r f o r m a n c e . *  T h a t  t h e s e  p a t t e r n s  a r e  
n o t  a l w a y s  l o g i c a l  a n d  c o n s i s t e n t ,  a n d  t h a t  t h e  a c c o u n t i n g  f u n c t i o n  
i s  f u l f i l l e d  w i t h  m ore  o r  l e s s  e f f e c t i v e n e s s ,  i s  a n o t h e r  m a t t e r . "
T h e r e  i s  n o  g u a r a n t e e ,  m o r e o v e r ,  t h a t  a n  i n s t i t u t i o n a l  
o r d e r  w i l l  a l w a y s  be  u n i f o r m l y  s u c c e s s f u l  i n  h a r m o n i z i n g  i n d i v i d u ­
a l  a n d  c o l l e c t i v e  i n t e r e s t s ,  a n d  i n  p r o v i d i n g  a m eans  t o  s a t i s f y  
t h e  f u n c t i o n a l  n e e d s  o f  s o c i e t y .  F a i l u r e  t o  h a r m o n i z e  c o n f l i c t i n g  
i n t e r e s t s  a n d  t o  f u l f i l l  t h e  f u n c t i o n a l  n e e d s  o f  s o c i e t y
a p p r a i s e d  by  r e f e r e n c e  t o  some q u a n t i t a t i v e  s c a l e  o f  s o c i a l  u s e ­
f u l n e s s .  S e e  C a r l  Thomas D e v i n e ,  " R e s e a r c h  M e t h o d o l o g y  a n d  A c c o u n t ­
i n g  T h e o r y  F o r m a t i o n , "  The  A c c o u n t i n g  R e v i e w ,  XXXV ( J u l y ,  1 9 o 0 ) ,  
3 9 7 - 3 9 8 .
*For i n s t a n c e ,  G r a d y  p r o v i d e s  a n  e x c e l l e n t  s u r v e y  o f  s u c h  
n o r m a t i v e  p a t t e r n s  a n d  t h e  a u t h o r i t a t i v e  p r o n o u n c e m e n t s  t h a t  g u i d e  
t h e  f u n c t i o n a l  p e r f o r m a n c e  o f  a c c o u n t a n t s .  S e e  P a u l  G r a d y ,  I n v e n ­
t o r y  o f  G e n e r a l l y  A c c e p t e d  A c c o u n t i n g  P r i n c i p l e s  f o r  B u s i n e s s  E n t e r ­
p r i s e s ,  A c c o u n t i n g  R e s e a r c h  S t u d y  No. 7 (New Y o r k :  A m e r i c a n
I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s ,  I n c . ,  1 9 0 5 ) .  F o r  a n  
a n a l y s i s  o f  a c c o u n t i n g  p a t t e r n s  a n d  s t r u c t u r e  p a r t i c u l a r l y  r e l a t e d  
t o  in c o m e  d e t e r m i n a t i o n ,  s e e  R o b e r t  R .  S t e r l i n g ,  T h e o r y  o f  t h e  
M e a s u r e m e n t  o f  E n t e r p r i s e  Income ( L a w r e n c e :  U n i v e r s i t y  o f  K a n s a s ,
1 9 7 0 ) ,  c h s . x i  and  x i i ;  a n d  B e d f o r d ,  Income D e t e r m i n a t i o n  T h e o r y .
■^There i s  a l s o  a c o n t e n t i o n  t h a t  e x i s t i n g  a c c o u n t i n g  
p a t t e r n s  c o u l d  n o t  be  a l l  t h a t  b a d ,  f o r  t h r o u g h  th e m  com m erce  h a s  
s u r v i v e d  a l l  t h i s  t i m e  a n d ,  i n d e e d ,  p r o s p e r e d .  H o w e v e r ,  a s  
C h a m b e r s  s u g g e s t s ,  t h a t  i s  s o ,  n o t  b e c a u s e  o f  t h e  a c c o u n t i n g  p r a c ­
t i c e ,  b u t  i n  s p i t e  o f  i t ,  f o r  m a n k in d  i s  e n o r m o u s l y  r e s i l i e n t .
" I t  d i d  n o t  p e r i s h  f o r  w a n t  o f  k n o w l e d g e  o f  a n a t o m y ,  o f  t h e  c i r c u ­
l a t o r y  s y s t e m s ,  o r  o f  i m m u n o l o g y .  Men a r e  a b l e  t o  c o m m u n i c a t e  
w i t h  o t h e r  men t o  a l i m i t e d  e x t e n t ,  e v e n  t h o u g h  t h e i r  v e r b a l  
l a n g u a g e s  h a v e  n o t h i n g  i n  common."  S e e  C h a m b e r s ,  A c c o u n t i n g ,
E v a l u a t i o n  a n d  E c o n o m i c  B e h a v i o r ,  p .  3 o 0 .  H e re  he  p r o v i d e s  a f o o t ­
n o t e ,  q u o t i n g ,  "We m u s t  n o t  d e n y  t h e  p r o b a b i l i t y  t h a t  s o c i e t i e s  
c a n  t o l e r a t e ,  e v e n  w i t h o u t  d i s i n t e g r a t i o n ,  much more  d i s o r g a n i z a ­
t i o n  a n d  e v e n  r u i n  t h a n  many p e o p l e  r e c o g n i z e . "  S e e  D a v i d  R i e s r a a n ,  
N a t h a n  G l a z e r ,  a n d  R e u e l  Denney, The L o n e l y  Crowd ( G a r d e n  C i t y ,
N. J . : D o u b l e d a y  & Com pany ,  I n c . ,  1 9 5 0 ) ,  p .  4 5 .
s u c c e s s f u l l y  d o e s  n o t  d i s p r o v e  t h e  i n s t i t u t i o n a l  m i s s i o n  an d  i t s
f r a m e w o r k .  R a t h e r ,  i t  d o c u m e n t s  t h e  d i f f i c u l t i e s  01 a c c o m p l i s h i n g
t h e s e  t a s k s  i n  a c o m p le x  s o c i e t y . *  I n  a d d i t i o n  t o  t h e  n o r m a t i v e
p a t t e r n s  w i t h i n  i t s e l f ,  a c c o u n t i n g  a s  a n  i n s t i t u t i o n  m u s t  be
s e n s i t i v e  t o  t h e  s o c i a l  n o rm s  a n d  c u l t u r a l  v a l u e s  g u i d i n g  t h e
o p e r a t i o n  o f  t h e  s o c i e t y .  T h a t  i s ,
a c c o u n t i n g  m u s t  o p e r a t e  i n  a c c o r d a n c e  w i t h  t h e  s o c i a l  
no rm s  a n d  c u l t u r a l  v a l u e s  w h i c h  e n a b l e  s o c i e t y  t o  
e s t a b l i s h  g o a l s ,  i n t e g r a t e  e l e m e n t s ,  m a i n t a i n  i t s  
s o c i a l  s t r u c t u r e ,  a n d  a d a p t  t o  c h a n g e .  B r o a d l y  t h e n ,  
a c c o u n t i n g  w i l l  h a v e  a f u n c t i o n  i n  s o c i e t y  i f  i t  
c o n t r i b u t e s  t o  t h e  means  f o r  m e e t i n g  a n y  o f  t h e  s o ­
c i e t a l  r e q u i r e m e n t s  a n d  b a s i c  human n e e d s  o f  s o c i e t y .
I t  w i l l  h a v e  a d y s f u n c t i o n  i f  i t  impede^s] t h e  r e a l i z a ­
t i o n  o f  means  f o r  s a t i s f y i n g  a n y  one o f  t h e m . -
*M oore ,  Economy a n d  S o c i e t y ,  p .  18 .
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X. THE ECONOMIZING MODE OF INDUSTRIAL SOCIETY
A g i v e n  t e c h n o l o g y  i m p o s e s  c e r t a i n  s o c i a l  a s  w e l l  a s  
p o l i t i c a l  c h a r a c t e r i s t i c s  u p o n  t h e  s o c i e t y  i n  w h i c h  i t  i s  f o u n d .  
From t h e  n a t u r a l  r e p r o d u c t i o n  o f  t h e  p r i m i t i v e  s o c i e t y  w h e r e  t h e  
y e a r l y  c y c l e  o f  s u b s i s t e n c e  p r o v i d e d  t h e  d o m i n a n t  t i m e - s c a l e ,  t o  
t h e  s c i e n t i f i c  a n d  t e c h n o l o g i c a l  i n n o v a t i o n s  o f  t h e  p o s t - i n d u s t r i a l  
s o c i e t y ,  i t  i s  t h e  d e c i s i v e  s o c i e t a l  i m p a c t  o f  t h e  g i v e n  t e c h n o l o g y  
t h a t  h a s  d e t e r m i n e d  t h e  r h y t h m  o f  human c i v i l i z a t i o n  t h r o u g h  t h e  
a g e s . 1
What was  t r u e  r e g a r d i n g  t h e  s o c i e t a l  i m p a c t  o f  t h e  h a n d -  
n i l l  o r  s t e a m - m i l l  i s  i n e v i t a b l y  more  t r u e  o f  t h e  t e c h n o l o g i c a l  
r e v o l u t i o n  b e c a u s e  t h e  l a t t e r  h a s  i n t r u d e d  i t s e l f  i n  t h e  human 
b a s e  o f  c i v i l i z a t i o n  much more  p r o f o u n d l y  t h a n  a n y t h i n g  b e f o r e  i t .  
I n  many r e s p e c t s ,  human c i v i l i z a t i o n  a c q u i r e d  some f u n d a m e n t a l  
c h a n g e s  i n  i t s  l o g i c  a n d  t i m e - s c a l e .  I t  may be  t h a t  human c i v i l i ­
z a t i o n  w i l l  n e v e r  r e c o v e r  i t s  e a r l i e r  s u b s t a n c e .  The t e c h n o l o g i ­
c a l  r e v o l u t i o n  l i t e r a l l y  h a s  t o u c h e d  a n d  t r a n s f o r m e d  e v e r y t h i n g
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t h a t  h a s  e v e r  h a d  a n y t h i n g  t o  d o  w i t h  human l i f e . * '
A .  A C o n c e p t  o f  t h e  I n d u s t r i a l  S o c i e t y :
The  V i s i o n  o f  S a i n t - S i m o n
The  c o n c e p t  o f  t h e  i n d u s t r i a l  s o c i e t y  c a n  be  o r g a n i z e d
^ R i c h t a ,  C i v i l i z a t i o n  a t  t h e  C r o s s r o a d s . p .  J b 9 .
^ A l f r e d  N o r t h  W h i t e h e a d ,  S c i e n c e  a n d  t h e  M odern  W o r I d t 
(New Y o rk :  F r e e  P r e s s ,  1 9 0 7 ) ,  p .  2 0 3 .
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a r o u n d  t h e  a x i s  o f  e c o n o m i c  g r o w t h ,  w h e r e  t h e  l o c u s  o f  s o c i e t y  i s  
t h e  i n d u s t r i a l  e n t e r p r i s e  a n d  t h e  s o c i a l  r e l a t i o n s  w h i c h  d e r i v e  
f r o m  t h e  o r g a n i z a t i o n  o f  l a b o r  a r o u n d  m a c h i n e  p r o d u c t i o n .  E x t e n d ­
i n g  s o c i o l o g i c a l l y ,  t h e  c o n c e p t  e m e r g e s  a s  t h e  one s i n g l e  r e a l i t y  
o f  t h e  i n d u s t r i a l  c i v i l i z a t i o n ,  w h e r e  t h e  d i f f e r e n c e s  b e t w e e n  t h e  
c a p i t a l i s t  a n d  c o m m u n i s t  s o c i e t i e s  b e g i n  t o  d i s a p p e a r .  R a t h e r ,  
t h e s e  s o c i e t i e s  l o o k  l i k e  tw o  s p e c i e s  o f  t h e  same g e n u s ,  o r  tw o  
v e r s i o n s  o f  t h e  same s o c i a l  t y p e .  T h e r e  a r e  c e r t a i n  f u n d a m e n t a l  
c h a r a c t e r i s t i c s  f r o m  w h i c h  n o  i n d u s t r i a l  s o c i e t y  c a n  e s c a p e ,  r e ­
g a r d l e s s  o f  i t s  i d e o l o g i c a l  p r e d i l e c t i o n s .  T h e s e  c h a r a c t e r i s t i c s  
i n c l u d e  t h e  b a s i c  i n d u s t r i a l  t e c h n o l o g y ,  t e c h n i c a l  a n d  e n g i n e e r i n g  
k n o w l e d g e ,  c l a s s i f i c a t i o n  o f  t h e  j o b s  a n d  s k i l l s ,  e t c .  I n  t h e s e  
s o c i e t i e s ,  t h e  p r o p o r t i o n  o f  t e c h n i c a l  o c c u p a t i o n  i n c r e a s e s  r e l a ­
t i v e  t o  o t h e r  c a t e g o r i e s ,  a n d  m a n a g e m e n t  e m e r g e s  a s  a p r i m a r y  
t e c h n i c a l  s k i l l . *
^ B e l l ,  " P o s t - I n d u s t r i a 1 S o c i e t y , "  p p .  1 2 4 - 1 2 5 ,  1 5 8 - 1 5 9 .  
S i m i l a r l y ,  G a l b r a i t h  a r g u e s  t h a t  t h e  c o n v e r g e n t  t e n d e n c i e s  o f  
i n d u s t r i a l  s o c i e t i e s  o f  d i f f e r e n t  i d e o l o g i c a l  b i l l i n g  a r e  p r i m a r i ­
l y  t h e  c o n s e q u e n c e s  o f  t h e i r  m o d e rn  l a r g e - s c a l e  p r o d u c t i o n ,  w i t h  
h e a v y  r e q u i r e m e n t s  o f  c a p i t a l ,  s o p h i s t i c a t e d  t e c h n o l o g y ,  a n d  
e l a b o r a t e  o r g a n i z a t i o n .  F u r t h e r m o r e ,  t h e s e  c o n v e r g e n t  t e n d e n c i e s  
i m p l y  t h a t  i d e o l o g y  i s  n o t  t h e  r e l e v a n t  f o r c e .  S e e  G a l b r a i t h ,
The New I n d u s t r i a 1 S t a t e ,  p .  3 9 8 ,  O b s e r v i n g  t h e  i n c r e a s i n g  t r e n d s  
t o w a r d  b u r e a u c r a c y  a n d  c e n t r a l i z a t i o n  i n  b o t h  t h e  S o v i e t  U n i o n  a n d  
t h e  U n i t e d  S t a t e s ,  s o c i o l o g i s t s ,  s u c h  a s  S o r o k i n  a n d  M i l l s ,  h a v e  
n o t e d  t h a t  t h e  tw o  s o c i e t i e s  a r e  g r a d u a l l y  b e c o m i n g  a l i k e .  S e e  
C .  W r i g h t  M i l l s ,  The C a u s e s  o f  W o r Id  War T h r e e  (New Y ork :  S im o n
a n d  S c h u s t e r ,  1 9 5 8 ) ,  P t .  1,  s e c .  3 ;  a n d  P i t i r i r a  S o r o k i n ,  R u s s i a  
a n d  t h e  U . S . ( 2n d  e d . ; L o n d o n :  L o n d o n  I n s t i t u t e  o f  W o r ld  A f f a i r s ,
1 9 5 0 ) .  F o r  T i n b e r g e n ,  t h e  g u i d i n g  f a c t o r  i n  t h i s  c o n v e r g e n c e  i s  
t h e  n a t u r e  o f  e c o n o m i c  r a t i o n a l i t y  w h i c h  n e c e s s i t a t e s  a common 
m o d e l  o f  m o d i f i e d  p l a n n i n g  t o  be  t i e d  d i r e c t l y  o r  i n d i r e c t l y  t o  
t h e  u s e  o f  t h e  m a r k e t .  S e e  J a n  T i n b e r g e n ,  "Do C o m m u n is t  and  F r e e  
E c o n o m i e s  Show a C o n v e r g i n g  P a t t e r n ? "  S o v i e t  S t u d i e s ,  X I I  ( A p r i l ,  
1 9 c l ) ,  3 3 3 - 3 4 1 .  H o w e v e r ,  A ro n  a n d  Halm h a v e  r a i s e d  c o n s i d e r a b l e  
d o u b t s  a b o u t  t h e  e n t i r e  t h e m e  o f  c o n v e r g e n c e  f r o m  s o c i o l o g i c a l
S a i n t - S i m o n  e n v i s i o n e d  t h e  i n d u s t r i a l  s o c i e t y  a s  a s y s t e m  
o f  p l a n n i n g  a n d  r a t i o n a l  o r d e r  i n  w h i c h  t h e  s o c i e t y  w o u l d  s p e c i f y  
i t s  n e e d s  a n d  o r g a n i z e  t h e  f a c t o r s  o f  p r o d u c t i o n  t o  a c h i e v e  t h e m .
H i s  was  a v i s i o n  o f  p u r e  t e c h n o c r a c y ,  w h e r e  t h e  i n d u s t r i a l  s o c i e t y  
w as  c h a r a c t e r i z e d  by tw o  e l e m e n t s :  k n o w l e d g e  a n d  o r g a n i z a t i o n .
L i k e  a n  o r c h e s t r a  w h e r e  e a c h  p e r s o n  f u l f i l l s  h i s  f u n c t i o n  i n  
a c c o r d a n c e  w i t h  h i s  c o m p e t e n c e ,  t h e  i n d u s t r i a l  s o c i e t y  w o u l d  be  
o r g a n i z e d  by  f u n c t i o n  a n d  c a p a c i t y . ^ - W i t h  t h e  t h e m e ,  " f r o m  e a c h  
a c c o r d i n g  t o  h i s  c a p a c i t y ,  t o  e a c h  a c c o r d i n g  t o  h i s  p e r f o r m a n c e , "  
S a i n t - S i m o n  p r o c l a i m e d  t h a t  an  i n d u s t r i a l  s o c i e t y  w o u l d  a l w a y s  be  
g o v e r n e d  by  a n  e d u c a t e d  e l i t e  a n d  p r o f e s s i o n a I s - - d o c t o r s ,  e n g i n e e r s ,  
c h e m i s t s ,  a c c o u n t a n t s - - w h o  w o u ld  e m p l o y  t h e i r  s k i l l s  a c c o r d i n g  t o  
t h e  o b j e c t i v e  n e e d s  a n d  who w o u ld  be  o b e y e d  n o t  b e c a u s e  t h e y  a r e  
m a s t e r s  b u t  b e c a u s e  t h e y  h a v e  t e c h n i c a l  c o m p e t e n c e . ^
a n d  e c o n o m i c  v i e w p o i n t s ,  r e s p e c t i v e l y .  S e e  Raymond A r o n ,  The 
I n d u s t r i a 1 S o c i e t y : T h r e e  E s s a y s  on I d e o l o g y  a n d  D e v e l o p m e n t ,  A
C l a r i o n  Book (New Y o r k :  S im on  a n d  S c h u s t e r ,  1 9 o 7 ) ,  p p .  1 5 0 - 1 8 0 ;
a n d  G e o r g e  N. Ha Ira, " W i l l  M a r k e t  E c o n o m i e s  a n d  P l a n n e d  E c o n o m i e s  
C o n v e r g e ? "  i n  R o a d s  t o  F r e e d o m : E s s a y s  i n  H on o u r  o f  F r i e d r i c h  A_. 
von  H a y e k ,  e d .  b y  E r i c h  S t r e i s s l e r  (New Y o r k :  A u g u s t u s  M. K e l l e y ,
P u b l i s h e r s ,  1 9 6 9 ) ,  p p .  7 5 - 8 8 .
^See  S a i n t - S i m o n ,  S o c i a 1 O r g a n i z a t i o n ,  t h e  S c i e n c e  o f  Man 
a n d  O t h e r  W r i t i n g s ;  a n d  B e l l ,  " P o s t - I n d u s t r i a l  S o c i e t y , "  p p .  1 2 6 -  
1 2 7 .  As B e l l  p o i n t s  o u t ,  f o r  S a i n t - S i m o n  t h e  i n d u s t r i a l  s o c i e t y  
was  t o  b e  c o n t r a s t e d  t o  a m i l i t a r y  s o c i e t y  w h i c h  was  o r g a n i z e d  
a r o u n d  p l u n d e r ,  w a s t e ,  a n d  d i s p l a y .  I n  t h e  i n d u s t r i a l  s o c i e t y ,  
S a i n t - S i m o n  saw f o u r  d i f f e r e n t  d i m e n s i o n s :  ( 1 )  i t  was  c o n c e r n e d
w i t h  p r o d u c t i o n ;  (2 ) i t s  m e th o d s  w e r e  t h o s e  o f  o r d e r ,  c e r t a i n t y ,  
a n d  p r e c i s i o n ;  ( 3 )  i t  w o u ld  b e  o r g a n i z e d  b y  "new m en" :  e n g i n e e r s ,
i n d u s t r i a l i s t s ,  p l a n n e r s ;  a n d  ( 4 )  i t  w o u l d  b e  b a s e d  on k n o w l e d g e .  
I b i d . ,  p .  1 2 4 .
- B e l l ,  " P o s t - I n d u s t r i a l  S o c i e t y , "  p .  124 .  T h i s  w o u l d  
a c c o m p l i s h  w h a t  G u l l i c  c o n s i d e r s  t h e  m o s t  d i f f i c u l t  t a s k  o f  l e a d e r -  
s h i p - - n o t  commands b u t  t h e  d e v e l o p m e n t  o f  t h e  d e s i r e  a n d  w i l l  t o  
w o rk  t o g e t h e r  f o r  a p u r p o s e  i n  t h e  m in d s  o f  t h o s e  who a r e  a s s o c i a t e d
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I f  t h e r e  was a j o b  t o  b e  d o n e  o r  a f u n c t i o n  t o  b e  p e r ­
f o r m e d ,  i n  a n  i n d u s t r i a l  s o c i e t y  t h e r e  w o u ld  a l s o  b e  a s p e c i a l i s t  
w i t h  t h e  r e q u i s i t e  s k i l l  a n d  e x p e r t i s e  t o  d o  i t .  The v i s i o n  h e r e  
was  t h a t  i n  s u c h  a s o c i e t y  i t  was  n o  l o n g e r  t h e  r u l e  o v e r  men b u t  
" t h e  a d m i n i s t r a t i o n  o f  t h i n g s ,  t h a t  i s ,  t h e  s u b s t i t u t i o n  o f  r a t i o n a l  
j u d g e m e n t  f o r  p o l i t i c s  / w h i c h /  i s  t h e  h a l l m a r k  o f  t e c h n o c r a c y . " *
The  i n d u s t r i a l  s o c i e t y  s e e k s  s o l u t i o n s  n o t  i n  e m o t i o n a l  s i m p l i f i ­
c a t i o n s  b u t  i n  t h e  u s e  o f  m a n ' s  a c c u m u l a t e d  s o c i a l  a n d  s c i e n t i f i c  
k n o w l e d g e .
The i n d u s t r i a l  s o c i e t y  a t t e m p t s  t o  o r g a n i z e  i t s  members  
a r o u n d  f u n c t i o n a l  e f f i c i e n c y ,  a n d  t o  c h o o s e  a more  r a t i o n a l  c o u r s e  
o f  a c t i o n  t o  a c h i e v e  t h e  n a r r o w l y - d e f i n e d  o b j e c t i v e s .  P r o b l e m s
i n  a n y  a c t i v i t y .  S u c h  a n  e n d e a v o r  w o u ld  d e p e r s o n a l i z e  t h e  g i v i n g  
o f  o r d e r s .  As F o l l e t t  p u t s  i t ,  "One  p e r s o n  s h o u l d  n o t  g i v e  o r d e r s  
t o  a n o t h e r  p e r s o n ,  b u t  b o t h  s h o u l d  a g r e e  t o  t a k e  t h e i r  o r d e r s  f r o m  
t h e  s i t u a t i o n . "  S e e  L u t h e r  G u l i c k ,  " N o t e s  on T h e o r y  o f  O r g a n i z a ­
t i o n , "  i n  P a p e r s  on t h e  S c i e n c e  o f  A d m i n i s t r a t i o n ,  e d .  b y  L u t h e r  
G u l i c k  a n d  L y n d a l l  F .  U r w i c k  (New Y o r k :  I n s t i t u t e  o f  P u b l i c  A d­
m i n i s t r a t i o n ,  C o l u m b i a  U n i v e r s i t y ,  1 9 3 7 ) ,  p .  3 7 ;  a n d  H e n r y  C.  
M e t c a l f  a n d  L y n d a l l  F .  U r w i c k ,  e d s . ,  D ynam ic  A d m i n i s t r a t i o n ,  The 
C o l l e c t e d  P a p e r s  o f  M ary  P a r k e r  F o l l e t t  (New Y o r k :  H a r p e r  &
B r o t h e r s ,  1 9 4 1 ) ,  p p .  5 7 - 0 3 .  A l s o ,  t h i s  was  t h e  b a s i s  o f  T a y l o r ’ s  
c o n c e p t  o f  f u n c t i o n a l  f o r e m a n s h i p  i n  w h i c h  h e  c o n c e i v e d  t h a t  i n ­
f l u e n c e  a n d  l e a d e r s h i p  s h o u l d  b e  b a s e d  on t e c h n i c a l  c o m p e t e n c e  
r a t h e r  t h a n  on a n y  o t h e r  c r i t e r i a ,  a n d  t h a t  " s t a t u s  m u s t  b e  b a s e d  
u p o n  s u p e r i o r  k n o w l e d g e  r a t h e r  t h a n  n e p o t i s m  a n d  s u p e r i o r  f i n a n c i a l  
p o w e r . "  S e e  F r e d e r i c k  W. T a y l o r ,  S c i e n t i f i c  M anagem en t  (New Y o r k :  
H a r p e r  & B r o t h e r s ,  1 9 4 7 ) ,  p .  1 0 .
* B e l l ,  " P o s t - I n d u s t r i a l  S o c i e t y , ” p .  1 2 7 .  The  l a t e  P r e s i ­
d e n t  J o h n  F .  K e n n e d y  a l s o  e x p r e s s e d  s i m i l a r  t h o u g h t s  i n  a c o n v e r s a ­
t i o n  w i t h  t h e  F r e n c h  a u t h o r ,  A n d r e  M a l r a u x .  I n  t h e  t w e n t i e t h  
c e n t u r y ,  K e n n e d y  s a i d ,  t h e  r e a l  i s s u e  was  t h e  m a n a g e m e n t  o f  a h i g h ­
l y  i n d u s t r i a l i z e d  s o c i e t y - - a  p r o b l e m  n o t  o f  i d e o l o g y  b u t  o f  a d m i n i ­
s t r a t i o n .  S e e  A r t h u r  S c h l e s i n g e r ,  J r . ,  A T h o u s a n d  D a y s : J o h n  F .
K e n n e d y  i n  t h e  W h i t e  H o u s e ,  F a w c e t t  C r e s t  Books  ( G r e e n w i c h ,  C o n n . :  
F a w c e t t  P u b l i c a t i o n s ,  I n c . ,  1 9 9 5 ) ,  p .  5 8 2 .
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a r e  d e f i n e d  i n  t e r r a s  o f  o p t i m i z a t i o n  w h e r e  e l e m e n t s  i n v o l v e d  a r e  
c o n s i d e r e d  i n  t h e  f r a m e  o f  p r o d u c t i o n  f u n c t i o n ,  i n p u t - o u t p u t  
r a t i o ,  m a r g i n a l  e f f i c i e n c y  o f  c a p i t a l ,  p r o g r a m m i n g  c o n s t r a i n t s ,  
e t c . ,  a n d  n o t  i n  t h e  f r a m e  o f  i d e o l o g y .  I n  f a c t ,  t h e  im a g e s  o f  
i d e o l o g y  a r e  e n t i r e l y  i r r e l e v a n t  w hen  p r o b l e m s  a r e  e x a m i n e d  
r a t i o n a l l y .  E ven  t h e  s o c i a l  p r o b l e m s  a r e  s e e n  l e s s  a s  a c o n s e ­
q u e n c e  o f  d e l i b e r a t e  e v i l  a n d  more  a s  t h e  u n i n t e n d e d  b y - p r o d u c t s  
o f  b o t h  c o m p l e x i t y  a n d  i g n o r a n c e . *
B. The T e c h n o c r a c y  o f  S c i e n t i f i c  M anagem en t
I n  a n  i n d u s t r i a l i z i n g  s o c i e t y ,  t h e r e  i s  no  b e t t e r  mode 
t h a n  t h e  t e c h n o c r a t i c  one i n  w h i c h  e n d s  a r e  d e f i n e d  i n  t e r m s  o f  
e f f i c i e n c y  a n d  o u t p u t .  T h e s e  e n d s  e x i s t  i n  t h e m s e l v e s  b e c a u s e  
t h a t  i s  w h a t  t h e  t e c h n o c r a c y  i s  c o n c e r n e d  w i t h :  t h e  p u r s u i t  o f
r a t i o n a l i t y .  F o r  F r e d e r i c k  W. T a y l o r ,  t h e  f o u n d e r  o f  s c i e n t i f i c  
m a n a g e m e n t ,  a n y  n o t i o n  o f  e n d s  o t h e r  t h a n  p r o d u c t i o n  a n d  e f f i c i e n ­
c y  o f  o u t p u t  was  n o n e x i s t e n t .  To T a y l o r  a n d  h i s  d i s c i p l e s ,  t h e  
r u l e s  o f  thum b  b y  w h i c h  a m a c h i n i s t  p e r f o r m e d  on t h e  j o b  i n  c h o o s ­
i n g  t h e  m a c h i n e  s p e e d s ,  t o o l s ,  and  m e t h o d s  o f  w o r k  w e r e  whims o r  
h u n c h e s  i n h e r i t e d  f r o m  t h e  p r e - i n d u s t r i a l  a r t i s a n  d a y s . ^  By
* I b i d . ,  p p .  1 2 5 - 1 2 7 .  A l s o ,  s e e  B r z e z i n s k i ,  B e t w e e n  Two 
A g e s ,  p p .  1 1 1 - 1 2 2 .  I n  many c a s e s ,  a s  K r i s t o l  p o i n t s  o u t ,  t h e s e  
p r o b l e m s  m i g h t  h a v e  b e e n  c a u s e d  e v e n  b y  s o c i a l  r e f o r m s .  No s o c i a l  
r e f o r m  e v e r  w o r k s  o u t  e x a c t l y  a s  i t s  p r o p o n e n t s  h o p e d  i t  w o u l d ,  
a n d  t h e r e  a r e  a l w a y s  u n a n t i c i p a t e d  c o s t s  a n d  u n f o r e s e e n  c o n s e ­
q u e n c e s .  S e e  I r v i n g  K r i s t o l ,  " S o c i a l  R e f o r m :  G a i n s  a n d  L o s s e s , "
Wa 11 S t r e e t  J o u r n a 1,  A p r i l  l b ,  1 9 7 3 ,  p .  14 .
^ B e l l ,  " T e c h n o c r a c y  a n d  P o l i t i c s , "  p p .  1 2 - 1 3 .  The f i r s t  
p r i n c i p l e  o f  T a y l o r ' s  P r i n c i p l e s  o f  M a n a g e m e n t  was  t o  " d e v e l o p  a 
s c i e n c e  f o r  e a c h  e l e m e n t  o f  a m a n ' s  w o r k ,  w h i c h  r e p l a c e s  t h e  o l d
i n s i s t i n g  on s t u d y i n g  t h e  work  a n d  work  m e t h o d s ,  t h e y  t r a n s l a t e d  
t h e  t e c h n o c r a t i c  mode i n t o  t h e  a c t u a l  p r a c t i c e s  o f  t h e  i n d u s t r y  
and  c r e a t e d  t h e  c u l t  o f  e f f i c i e n c y  t h a t  r e v o l u t i o n i z e d  t h e  i n ­
d u s t r i a l  l i f e  o f  t h e  e a r l y  d e c a d e s  o f  t h i s  c e n t u r y . 1
I f  T a y l o r  was t h e  f o u n d e r  o f  t h e  t e c h n o c r a c y  o f  s c i e n t i f i c  
m anagem en t ,  he  was a l s o ,  t h e r e b y ,  t h e  f o u n d e r  o f  t h e  way o u t  o f  
an  a p p a r e n t l y  h o p e l e s s  im p a s s e  o f  t h e  n i n e t e e n t h - c e n t u r y  c l a s s  
war  b e t w e e n  t h e  c a p i t a l i s t  e x p l o i t a t i o n  o f  t h e  l a b o r i n g  man and
t h e  p r o l e t a r i a t  d i c t a t o r s h i p .  More t h a n  anyone  e l s e ,  T a y l o r  l a i d
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t h e  f o u n d a t i o n  o f  a f f l u e n c e  f o r  t h e  common man o f  t h e  W es t .
r u l e - o f - t h u m b  m e t h o d . "  T h i s  n e c e s s a r i l y  i n s t i t u t e s  c o n c e p t s  o f  
r e s e a r c h  and  i n v e s t i g a t i o n  i n  t h e  p l a c e  o f  r u l e  o f  thumb a n d  i m i ­
t a t i o n .  T a y l o r  and  h i s  a s s o c i a t e s  s t a r t e d  t h e  b a s i c  e f f i c i e n c y  
d r i v e  t o  s c i e n t i f i c a l l y  d e t e r m i n e  t h e  "one  b e s t  way" o f  p e r f o r m i n g  
any  g i v e n  t a s k .  S e e  F r e d e r i c k  W. T a y l o r ,  P r i n c i p l e s  o f  S c i e n t i f i c  
Management (New York:  H a r p e r  & B r o t h e r s ,  1 9 1 1 ) ,  p .  30 ;  and
C l a u d e  S ,  G e o r g e ,  J r . ,  The H i s t o r y  o f  Management T h o u g h t  (E ng lew ood  
C l i f f s ,  N. J . :  P r e n t i c e - H a 11, I n c . ,  1 9 o 8 ) ,  p p .  8 0 - 9 9 .
*At t h e  c e n t e r  o f  t h i s  e f f i c i e n c y  c u l t  was T a y l o r ' s  p ro g r a m  
o f  i n d u s t r i a l  m a n ag e m e n t .  A l l  t h e  v a r i o u s  s h a d e s  an d  s i d e s  o f  
e f f i c i e n c y  w e re  c o n t a i n e d  w i t h i n  T a y l o r ' s  s y s t e m .  H i s  z e a l  f o r  
e f f i c i e n c y  was s o  p e r v a s i v e  t h a t  i t  became t h e  d o m i n e e r i n g  theme 
o f  t h e  P r o g r e s s i v e  Era  o f  1 8 9 0 - 1 9 2 0 .  D u r i n g  t h i s  e r a  t h e  e m er g en c e  
o f  e f f i c i e n c y  was s e e n  a s  a s e c u l a r  g r e a t  a w a k e n i n g ,  a n d  t h e  g o s p e l  
o f  e f f i c i e n c y  was p r e a c h e d  t o  a l l .  T h r e e  g r e a t  m inds  o f  t h i s  e r a  
w e re  a f f e c t e d  by  s c i e n t i f i c  m anagem ent :  L o u i s  D, B r a n d e i s ,  H e r b e r t
C o l y ,  a n d  W a l t e r  Lippraann.  C o n s i d e r e d  t o g e t h e r ,  t h e s e  t h r e e  men 
r e v e a l  some o f  t h e  d i f f e r e n t  l a y e r s  o f  t h a t  movement o f  e f f i c i e n c y .  
S e e  Sam uel  H a b e r ,  B f f i c i e n c y  and  U p l i f t : S c i e n t i f i c  Management i n
t h e  P r o g r e s s i v e  E r a ,  1 8 9 0 -1 9 2 0  ( C h i c a g o :  U n i v e r s i t y  o f  C h i c a g o
P r e s s ,  1 9 6 4 ) ,  c h .  v.
^He f a s h i o n e d  h i s  m e thods  a f t e r  t h e  e x a c t  s c i e n c e s - - e x p e r i ­
m e n t ,  m e a s u r e m e n t ,  g e n e r a l i z a t i o n - - i n  t h e  hope o f  d i s c o v e r i n g  laws 
o f  management w h i c h ,  l i k e  t h e  laws o f  n a t u r e ,  w ou ld  be  i m p a r t i a l  
an d  above  c l a s s  p r e j u d i c e .  He p r o p o s e d  a n e a t ,  u n d e r s t a n d a b l e  
w o r l d  i n  t h e  f a c t o r y ,  d e v o i d  o f  a n y  i d e o l o g i c a l  c o n t e n t .  I t  was 
an o r g a n i z a t i o n  o f  men whose a c t s  c o u l d  be p l a n n e d ,  c o o r d i n a t e d ,  
and  c o n t r o l l e d  u n d e r  c o n t i n u o u s  e x p e r t  d i r e c t i o n .  T a y l o r ' s  s c i e n ­
t i f i c  s t a n d a r d s  and  "o n e  b e s t  way" w ere  i n d e e d  a t t e m p t s  t o w a r d
The i m m e d i a t e  r e s u l t  o f  s c i e n t i f i c  management  was a 
r e v o l u t i o n a r y  c u t  i n  t h e  c o s t s  o f  m a n u f a c t u r e d  g o o d s ,  an d  w h a t  
had  b e e n - - a n d  s t i l l  a r e  i n  t h e  u n d e r d e v e l o p e d  w o r l d — t h e  l u x u r i e s  
i n a c c e s s i b l e  t o  a l l  b u t  t h e  r i c h ,  s u c h  a s  a u t o m o b i l e s  o r  h o u s e ­
h o l d  a p p l i a n c e s ,  r a p i d l y  became a v a i l a b l e  t o  t h e  b r o a d  m a s s e s  o f  
t h e  W e s t e r n  w o r l d . * T h i s  was made p o s s i b l e ,  f o r  t h e  f i r s t  t im e  
i n  t h e  i n d u s t r i a l  wage h i s t o r y ,  c o n c u r r e n t l y  w i t h  s h a r p  i n c r e a s e s  
i n  w a g e s .  As a r e s u l t  o f  t h e  t e c h n o c r a c y  o f  T a y l o r ,  p r o d u c t i v i t y  
became m a n a g e a b l e .  The t e c h n o l o g i s t  c o u l d  r a i s e  p r o d u c t i v i t y ,  i f  
n o t  c r e a t e  i t .  T a y l o r ' s  t e c h n o c r a c y  a l s o  made i t  p o s s i b l e  t o  
r a i s e  t h e  s t a n d a r d  o f  l i v i n g  f o r  t h e  whole  economy, a p h e n o m en a l  
e v e n t  t h a t  had  b e e n  t o t a l l y  i m p o s s i b l e - - i n d e e d ,  u n i m a g i n a b l e - - a t  
any  e a r l i e r  t im e  i n  h i s t o r y .
e s t a b l i s h i n g  n a t u r a l  laws o f  w ork  t h a t  w ou ld  remove t h e  b a s i c  
s o u r c e  o f  a n t a g o n i s m  b e t w e e n  w o r k e r  and  e m p l o y e r :  t h e  q u e s t i o n
o f  w h a t  i s  " f a i r "  or  " u n f a i r . "  S e e  T a y l o r ,  The P r i n c i p l e s  o f  
S c i e n t i f i c  M anagem ent ,  p .  10; B e l l ,  " T e c h n o c r a c y  and  P o l i t i c s , "  
p .  13; and  D r u c k e r ,  T e c h n o l o g y ,  Management and S o c i e t y ,  p .  2 9 .  
F u r t h e r m o r e ,  s c i e n t i f i c  m anagement  i s  one A m e r ic a n  c o n c e p t  t h a t  
ha s  p e n e t r a t e d  t h e  e n t i r e  w o r l d ,  a n d ,  a s  D r u c k e r  s a y s ,  " i t  may 
w e l l  be  t h e  m os t  p o w e r f u l  a s  w e l l  a s  t h e  m o s t  l a s t i n g  c o n t r i b u t i o n  
A m er ica  h a s  made t o  W e s t e r n  t h o u g h t  s i n c e  t h e  F e d e r a l i s t  P a p e r s . "  
See  D r u c k e r ,  The P r a c t i c e  o f  M anagem ent ,  p .  2 8 0 .
^ D r u c k e r ,  T e c h n o l o g y ,  Management and  S o c i e t y ,  p .  7 9 .  As 
an  e x am p le  o f  c o s t - c u t t i n g ,  by  s c i e n t i f i c a l l y  s t u d y i n g  a n d  a n a ­
l y z i n g  t h e  m o t i o n s  o f  b r i c k l a y e r s ,  F r a n k  B. G i l b r e t h ,  one o f  t h e  
p r i n c i p a l s  o f  t h e  s c i e n t i f i c  management movement ,  i n c r e a s e d  w o r k e r  
c a p a c i t y  f r o m  120 t o  350  b r i c k s  p e r  m a n -h o u r  by  t h e  t u r n  o f  t h e  
c e n t u r y .  S ee  G e o r g e ,  The H i s t o r y  o f  Management T h o u g h t ,  p .  9 7 .
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F o r  t h e  f i r s t  t i m e  i n  t h e  h i s t o r y  o f  s o c i e t i e s ,  t h e  r i s e  
i n  p r o d u c t i v i t y  made i t  p o s s i b l e  f o r  modern  W e s t e r n  s o c i e t y  t o  
s t e a d i l y  i n c r e a s e  i t s  w e a l t h ,  and  t o  im prove  t h e  s t a n d a r d  o f  
l i v i n g  by  p e a c e f u l  m e an s .  A lm o s t  a l l  p r e v i o u s  s o c i e t i e s  had 
s o u g h t  w e a l t h  by  w a r ,  p l u n d e r ,  e x p r o p r i a t i o n ,  t a x - f a r m i n g ,  o r  
o t h e r  means  o f  e x t o r t i o n .  T h i s  i s  t h e  b a s i c  d i f f e r e n c e  b e tw e e n  
t h e  i n d u s t r i a l  s p i r i t  and  t h e  m i l i t a r y  s p i r i t .  E a r l i e r  m i l i t a r y  
s o c i e t i e s  w e re  o r g a n i z e d  a r o u n d  p l u n d e r ,  w a s t e ,  a n d  a d i s p l a y  o f  
h e r o i c s .  I n  c o n t r a s t ,  t h e  i n d u s t r i a l  s o c i e t i e s  e m p h a s i z e d  w o rk ,  
p r o d u c t i o n ,  r a t i o n a l i t y ,  and  econom y.  I n  m i l i t a r y  s o c i e t i e s ,  
work  was s u b o r d i n a t e d  t o  war an d  t h e  w a r r i o r  r u l e d ;  i n  t h e  i n ­
d u s t r i a l  s o c i e t y ,  l i f e  w ou ld  become p a c i f i c  and  t h e  p r o d u c e r  
w o u ld  r u l e . *
I n  t h e  id io m  o f  game t h e o r y ,  e c o n o m i c  l i f e  no  l o n g e r  was 
a z e r o - s u m  game a s  i t  had  b e e n  i n  t h e  m i l i t a r y  s o c i e t y ,  w h e re  one 
g r o u p  o f  w i n n e r s  c o u l d  b e n e f i t  a t  t h e  e x p e n s e  o f  a n o t h e r  g r o u p  o f  
l o s e r s .  P r o d u c t i v i t y  m ean t  t h e  a b i l i t y  t o  g a i n  a more  t h a n  p r o ­
p o r t i o n a l  o u t p u t  f r o m  a g i v e n  e x p e n d i t u r e  o f  c a p i t a l  o r  a g i v e n
N e a r l y  a l l  t h e  m a jo r  t h e o r i s t s  o f  t h e  i n d u s t r i a l  s o c i e t i e s  
h a v e  c o n s i d e r e d  t h i s  t o  be  t h e  b a s i c  d i f f e r e n c e  b e t w e e n  t h e  i n d u s ­
t r i a l  s p i r i t  and  t h e  m i l i t a r y  s p i r i t .  S ee  B e l l ,  " T e c h n o c r a c y  and  
P o l i t i c s , "  p p .  1 4 - 1 5 .  T h i s  i s  n o t  t o  s u g g e s t  t h a t  a demand f o r  
t h e  h e r o i c  i s  i r r a t i o n a l ;  w i t h o u t  i t ,  a s  B o u l d i n g  s u g g e s t s ,  l i f e  
w o u ld  be  d e p r i v e d  o f  a g r e a t  d e a l  t h a t  makes  i t  w o r t h  l i v i n g .  
F u r t h e r m o r e ,  i t  i s  t h e  d i s a g r e e a b l e  f a c t  o f  s c a r c i t y  i t s e l f  (w h ich  
i s  t h e  v e r y  b a s i s  o f  r a t i o n a l i t y )  t h a t  g e n e r a t e s  a demand f o r  t h e  
h e r o i c .  What i s  n e e d e d  i s  a c r e a t i v e  t e n s i o n  b e tw e e n  t h e s e  two 
s p i r i t s .  See  K e n n e th  E. B o u l d i n g ,  "The B a s i s  o f  V a lu e  J u d g e m e n t  
i n  E c o n o m i c s , "  i n  Human V a l u e s  an d  Economic  P o l i c y : A Symposium.
e d .  by S i d n e y  Hook (New Y o rk :  New York  U n i v e r s i t y  P r e s s ,  1 9 6 7 ) ,
P .  0 7 .
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e x e r t i o n  o f  l a b o r .  I n  a n  i n d u s t r i a l  s o c i e t y ,  e c o n o m i c  l i f e  c o u l d
be a n o n - z e r o - s u m  game w here  e v e r y o n e  c o u l d  e n d  u p  b e i n g  a w i n n e r . *
The theme o f  p r o d u c t i v i t y  can  be  l i n k e d  o r i g i n a l l y  t o  t h e
i n d u s t r i a l  r e v o l u t i o n  a n d ,  i n  p a r t i c u l a r ,  t o  t h e  d i s c o v e r y  o f  new
f o r m s  o f  p o w e r ,  m e c h a n i c a l  or  e l e c t r i c a l ,  h i t c h e d  t o  a n  e n g i n e .
P r o d u c t i v i t y  a s  a c o n c e p t ,  h o w e v e r ,  became p o s s i b l e  o n l y  t h r o u g h
t h e  t e c h n o c r a c y  w h ic h  o r g a n i z e d  m a ch in e  p r o d u c t i o n  a r o u n d  a v a r i e t y
o f  i n n o v a t i o n s . “
T e c h n o lo g y  r e s t e d  on t h e  a s s u m p t i o n  t h a t  know ledge  r a t h e r
t h a n  m anua l  s k i l l  was t h e  f u n d a m e n t a l  p r o d u c t i v e  r e s o u r c e .  The
e x t e n t  o f  t h e  s u b s t i t u t i o n  o f  know ledge  f o r  m a n u a l  e f f o r t  a s  t h e
p r o d u c t i v e  r e s o u r c e  i n  w ork  was p e r h a p s  t h e  g r e a t e s t  c h a n g e  i n  t h e
h i s t o r y  o f  w o r k .  I t  i n i t i a t e d  t h e  e v e n t u a l  i n e v i t a b i l i t y  o f  t h e
"k n o w le d g e  w o r k e r "  and  o t  s y s t e m a t i c  m e n t a l  t r a i n i n g  r a t h e r  t h a n
s k i l l  i n  t h e  s e n s e  o f  e x p o s u r e  t o  e x p e r i e n c e  t h a t  w ou ld  p r e p a r e
3
t h e  i n d i v i d u a l  f o r  t h e  w o rk .
O f  c o u r s e ,  t h e r e  would  be  d i f f e r e n t ,  and  n o t  n e c e s s a r i l y  
e q u a l ,  g a i n s  among t h e  p a r t i c i p a n t s .  S e e  B e l l ,  "The C o r p o r a t i o n  
a n d  S o c i e t y  i n  t h e  1 9 7 0 ' s , "  p .  9 .
^The f i r s t  m a j o r  e x a m p le  o f  i n n o v a t i o n  i n  t h e  t w e n t i e t h  
c e n t u r y  was t h e  c o n c e p t  o f  mass  p r o d u c t i o n .  I t  i s  t r u e  t h a t  a l l  
t h e  m a jo r  t e c h n i c a l  i n v e n t i o n s  n e c e s s a r y  f o r  t h e  f u n c t i o n  o f  a 
mass  p r o d u c t i o n  p l a n t  w e re  a l r e a d y  i n  e x i s t e n c e  l o n g  b e f o r e  t h e  
f i r s t  d e c a d e  o f  t h e  t w e n t i e t h  c e n t u r y  when Henry  F o r d  o r g a n i z e d  
t h e  f i r s t  s u c h  p l a n t  t o  p r o d u c e  t h e  model  T a u t o m o b i l e .  F o r d ' s  
c o n t r i b u t i o n  l i e s  i n  t h e  i n n o v a t i o n  t h a t  p r o v i d e d  "a  t e c h n i c a l  s o ­
l u t i o n  t o  t h e  eco n o m ic  p r o b l e m  o f  p r o d u c i n g  t h e  l a r g e s t  number  o f  
f i n i s h e d  p r o d u c t s  w i t h  t h e  g r e a t e s t  r e l i a b i l i t y  o f  q u a l i t y  a t  t h e  
l o w e s t  p o s s i b l e  c o s t . "  I t s  t e s t  a s  a n  i n n o v a t i o n  l i e s  i n  i t s  im ­
p a c t  on t h e  way p e o p l e  l i v e ,  w h ic h  h a s  b e e n  p r o f o u n d .  See  
D r u c k e r ,  T e c h n o l o g y ,  Management & S o c i e t y ,  p .  0 9 .
3 I b i d . , pp. 8 0 -8 1 .
Of a l l  t h e  Members o f  t h e  t e c h n o c r a c y ,  no  c o m b i n a t i o n  
was more r e s p o n s i b l e  f o r  t h e  e m er g en c e  o f  t h e  i n d u s t r i a l  o r d e r  
t h a n  t h e  e n g i n e e r  and  t h e  e c o n o m i s t - a c c o u n t a n t . T h e se  two were  
u n i t e d  by t h e  common them e  o f  e f f i c i e n c y .  I n  t h e  p u r s u i t  o f  
e f f i c i e n c y ,  t h e  e n g i n e e r  was b u s y  d e s i g n i n g  and  p l a n n i n g  a m ach ine  
p e r f o r m a n c e  t h a t  w o u ld  be  t h e  " o n e  b e s t  way" t o  e x t r a c t  maximum 
o u t p u t  w i t h i n  a g i v e n  p h y s i c a l  l a y o u t  and  r e s o u r c e  a l l o c a t i o n . *
On h i s  p a r t ,  t h e  e c o n o m i s t - a c c o u n t a n t  was b u s y  c a l c u l a t i n g  t h e  
m o n e t a r y  c o s t s  w i t h i n  a f r a m e w o rk  o f  p r o f i t a b i l i t y  i n d i c a t o r s  t o  
a r r i v e  a t  a n  o p t i m a l  r e s o u r c e  a l l o c a t i o n  f o r  o r g a n i z i n g  t h e  
e co n o m ic s  o f  t h e  i n d u s t r i a l  l i f e . ^
One o f  t h e  e a r l i e s t  p r o p o n e n t s  o f  t h e  e c o n o m i c s  o f  e f f i ­
c i e n c y  was Adam S m i t h ,  who,  i n  h i s  s o - c a l l e d  " i n v i s i b l e  h a n d "  
p r o p o s i t i o n ,  s u g g e s t e d  t h a t  e v e r y  i n d i v i d u a l ,  by  p u r s u i n g  h i s  own 
e n d s ,  h e l p s  s o c i e t y  a s  a w h o l e .  I n  p u r s u i n g  h i s  own i n t e r e s t s ,  
e v e r y  i n d i v i d u a l  " n e c e s s a r i l y  l a b o u r s  t o  r e n d e r  t h e  a n n u a l  r e v e n u e  
o f  t h e  s o c i e t y  a s  g r e a t  a s  he can  . . . / a n d /  he  f r e q u e n t l y  p r o ­
m otes  ^ t h e  i n t e r e s t  o f ^  s o c i e t y  more e f f e c t u a l l y  t h a n  when he
*T h is  was i n d e e d  t h e  b a s i c  theme  o f  t h e  w ho le  s c i e n t i f i c  
management movement .  No one p e r s o n i f i e d  t h i s  b e t t e r  t h a n  F r a n k  B. 
G i l b r e t h ,  who q u e s t i o n e d  a l m o s t  e v e r y t h i n g  i n  s i g h t  a s  t o  i t s  
f e a s i b i l i t y  a n d  a p p l i c a b i l i t y ,  and  t h u s  u n w i t t i n g l y  s t a r t e d  on a 
l i f e t i m e  s e a r c h  f o r  t h e  "o n e  b e s t  way" o f  p e r f o r m i n g  an y  g i v e n  
t a s k .  S ee  G e o r g e ,  The H i s t o r y  o f  Management  T h o u g h t ,  p p .  9 b - 9 8 ;  
M i l t o n  Nadworny ,  " F r e d e r i c k  T a y l o r  and  F r a n k  B. G i l b r e t h :  Compe­
t i t i o n  i n  S c i e n t i f i c  M an a g e m en t , "  B u s i n e s s  H i s t o r y  R e v i e w .  XXXI 
( S p r i n g ,  1 9 5 7 ) ,  2 8 - 3 2 ;  and  Edna Y o s t ,  F r a n k  & L i l l i a n  G i l b r e t h : 
P a r t n e r s  f o r  L i f e  ( B r u n s w i c k ,  N. J . : R u t g e r s  U n i v e r s i t y  P r e s s ,
1 9 4 9 ) .
^ B e l l ,  "The C orporation  and S o c i e t y  in  the 1 9 7 0 's ,"  pp.
9 -1 0 .
r e a l l y  i n t e n d s  t o  p ro m o te  i t . ”
In  w ha t  may a p p e a r  t o  be a s i m p l e  a s s e r t i o n  o f  f a i t h .  
S m i th  p u t  f o r w a r d  c e r t a i n  b a s i c  c o n d i t i o n s  f o r  a f r e e  and  p r o d u c ­
t i v e  s o c i e t y :  i n d i v i d u a l i s m ,  r a t i o n a l i t y ,  p e r f e c t  i n f o r m a t i o n ,
and  r a t i o n a l  c h o i c e .  Above a l l ,  f o r  S m i t h ,  t h e  good o f  s o c i e t y  
was t h e  a g g r e g a t e  o f  i n d i v i d u a l  u t i l i t i e s .  T h i s  p r o p o s i t i o n  a l s o  
had  much t o  do w i t h  t r a n s f o r m i n g  t h e  e c o n o m ic  l i f e  f rom  a z e r o -  
sum game t o  a n o n - z e r o - s u m  game. I m p l i c i t  h e r e  i s  t h e  b a s i c  
f o u n d a t i o n  o f  i n d u s t r i a l  e conom ic  l i f e :  t h a t  i n  a f r e e  e x c h a n g e ,
b o t h  p a r t i e s  t o  a t r a n s a c t i o n  c o u l d  g a i n .* 2
D. R a t i o n a l  Means and  P l u r a l  Ends 
Through  t h e  t e c h n o c r a c y  o f  i n d u s t r i a l  s o c i e t y  and  i t s  
m a jo r  themes  o f  p r o d u c t i v i t y  and e f f i c i e n c y ,  t h e r e  has  e m erg ed  
w ha t  may be c a l l e d  an  e c o n o m i z i n g  s p i r i t .  The p e r e n n i a l  p r o b l e m ,  
p a r t i c u l a r l y  o f  an  i n d u s t r i a l  economy, i s  t h e  d e p l o y m e n t  o f  
l i m i t e d  r e s o u r c e s  t o  a t t a i n  maximum r e s u l t s .  E c o n o m iz in g  may be
s e e n  a s  t h e  s c i e n c e  o f  an  optimum a l l o c a t i o n  o f  s c a r c e  r e s o u r c e s
3among c o m p e t in g  e n d s .  I t  c an  a l s o  be s e e n  a s  t h e  e s s e n t i a l  t o o l  
o f  t h e  r e d u c t i o n  o f  w a s t e  a s  m e a s u r e d  by  t h e  m o n e t a r y  f r a m e w o rk
o f  c o s t  a c c o u n t i n g .  The c o n d i t i o n s  o f  e c o n o m i z i n g  a r e  t h e  same
a s  t h o s e  l a i d  down by S m i t h  i n  h i s  " i n v i s i b l e  hand"  p r o p o s i t i o n :
l-Smith,  The Wea 1 t h  o f  N a t i o n s ,  p .  4 ^3 .
^ B e l l ,  "The A dequacy  o f  Our  C o n c e p t s , "  p p .  1*>9-130.
^ B e l l ,  "T he  C o r p o r a t i o n  and  S o c i e t y  i n  t h e  1 9 7 0 ' s , "  p p .
1 0 - 1 1 .
2 1 0
a f r e e  m a r k e t  m echan ism  as  t h e  a r b i t e r  o f  a l l o c a t i o n ,  a n d  a f l u i d  
p r i c e  s y s t e m  w h ic h  i s  r e s p o n s i v e  t o  t h e  s h i f t i n g  p a t t e r n s  of 
m a r k e t  f o r c e s .  I n  t h i s ,  S m i t h  l a i d  t h e  f o u n d a t i o n  f o r  e c o n o m i c  
r a t i o n a l i t y .
To a c h i e v e  t h e  g r e a t e s t  v a l u e  o f  n a r r o w l y  d e f i n e d  i n d i ­
v i d u a l  g o o d s ,  a f r e e  m a r k e t  m echan ism  i s  i n d e e d  t h e  b e s t  v e h i c l e  
b e c a u s e  i t  d o e s  n o t  n e e d  any  c l e a r l y  d e f i n e d  c o l l e c t i v e  e n d s  f o r  
t h e  s o c i e t y  a s  a w h o le .  The e n d s  o f  t h e  c o l l e c t i v e  l i f e  th e m ­
s e l v e s  a r e  n e v e r  g i v e n ;  r a t h e r ,  t h e y  a r e  s e e n  a s  m u l t i p l e  or 
v a r i e d ,  t o  be c h o s e n  f r e e l y  by t h e  members o f  s o c i e t y .  However ,  
i f  t h e  c o l l e c t i v e  e n d s  a r e  n o t  s p e c i f i e d  i n  an  i n d u s t r i a l  s o c i e t y  
o r g a n i z e d  a r o u n d  t h e  e c o n o m i z i n g  mode, t h e y  a r e  a ssum ed  t o  be 
f u l f i l l e d  w h e n e v e r  t h e  i n d i v i d u a l  a im s  o f  t h e  members o f  s o c i e t y  
a r e  s a t i s f i e d  and  a g g r e g a t e d  t h r o u g h  t h e  f r e e  m a r k e t . ^ -
^■Bell, "The  C o r p o r a t i o n  and  S o c i e t y  i n  t h e  1 9 7 0 ' s , "  p p .  
1 0 - 1 1 .  T h i s  h a s  b e e n  t h e  b a s i c  theme b e h i n d  t h e  much c e l e b r a t e d  
n o t i o n  o f  co n su m er  s o v e r e i g n t y .  The f r e e  m a r k e t  i s  v iew ed  a s  a 
m echan ism  by w h ic h  t h e  i n d i v i d u a l  im p o se s  h i s  w i l l  on t h e  p r o d u c e r .  
Even i n  s u c h  a n  o l i g o p o l i s t i c  and  a d v e r t i s i n g - r i d d e n  b u s i n e s s  a s  
t h e  a u t o m o b i l e  i n d u s t r y ,  " t h e r e  i s  a lw a y s  a p r e s u m p t i o n  o f  c o n ­
s um er  s o v e r e i g n t y  i n  t h e  m a r k e t  e c o n o m y ."  S e e  F r a n k l i n  M. F i s h e r ,  
Z v i  G r i l i c h e s ,  a n d  C a r l  K a y se n ,  "The C o s t s  o f  A u t o m o b i l e  Model 
C hanges  S i n c e  1 9 4 9 , "  The J o u r n a 1 o f  P o l i t i c a l  Economy, LXX ( O c t o ­
b e r ,  1 9 0 2 ) ,  4 3 4 .  S a m u e l s o n  a l s o  s u g g e s t s  t h e  same t h i n g  b u t  
a p p l i e s  i t  t o  t h e  e n t i r e  econom y.  He w r i t e s  t h a t  w ha t  w i l l  be  
p r o d u c e d  i s  d e t e r m i n e d  by  t h e  v o t e s  o f  t h e  c o n s u m e r s ,  " n o t  e v e r y  
two y e a r s  a t  t h e  p o l l s  b u t  e v e r y  day  i n  t h e i r  d e c i s i o n  t o  p u r ­
c h a s e  t h i s  i t e m  and  n o t  t h a t . "  S e e  P a u l  S a m u e l s o n ,  E c o n o m i c s ; An 
I n t r o d u c t i o n  ( 7 t h  e d .  ; New York:  M cG raw -H i l l  Book Company, 1 9 0 7 ) ,
p .  4 2 .  F e r g u s o n  a n d  K rep s  a r e  more c a t e g o r i c a l  when t h e y  a s s e r t  
t h a t  i n  t h e  f i n a l  a n a l y s i s ,  " c o n s u m e r s  c o l l e c t i v e l y  d e c i d e  w h a t  
i n d u s t r y  i s  t o  p r o d u c e .  The c h o i c e s  o f  c o n su m e rs  p r o v i d e  t h e  b a s i s  
on w h ic h  b u s i n e s s  makes i t s  d e c i s i o n s . "  See  C .  E .  F e r g u s o n  a n d  
J u a n i t a  M. K r e p s ,  P r i n c i p l e s  o f  E conom ics  (2nd  e d . ;  New York :
H o l t ,  R i n e h a r t  and  W i n s t o n ,  1 9 0 5 ) ,  p .  80 .  A l s o ,  s e e  C .  L o w e l l  
H a r r i s ,  The A m e r ic a n  Economy ( 4 t h  e d . ; New York: R i c h a r d  D. I r w i n ,
I n c . ,  19o„j),  p.  3 8 0 .  By one a c c o u n t  t h e s e  a r e  t h e  m o s t  w i d e l y
I n  p u r s u i t  o f  e f f i c i e n c y  an d  p r o d u c t i v i t y ,  t h e  e c o n o ­
m i z i n g  mode i n d e e d  p r o v i d e s  a d a z z l i n g  a r r a y  o f  t h e  r a t i o n a l  
means t h a t  w ou ld  b e s t  s a t i s f y  a g i v e n  e n d .  T h e s e  r a t i o n a l  means 
i n c l u d e  w ha t  may now seem q u i t e  s i m p l e  c o n c e p t s ,  s u c h  a s  r a t i o n a l  
d i v i s i o n  o f  l a b o r ,  s p e c i a l i z a t i o n  o f  f u n c t i o n ,  c o m p l e m e n t a r i t y  
o f  r e l a t i o n s ,  and m o r e .  They a l s o  i n c l u d e  h i g h l y  s o p h i s t i c a t e d  
a n d  c o m p u t e r i z e d  t e c h n i q u e s ,  s u c h  a s  m a t h e m a t i c a l  p rogram m ing  
and  s i m u l a t i o n  w h ic h  p r o v i d e  o p t i m a l  s o l u t i o n s  t o  t h e  com plex  
p r o b le m s  o f  modern  e c o n o m i c  l i f e .
What i s  s o  d i s t i n c t i v e  a b o u t  t h e  e c o n o m i z i n g  mode, a s  
f o r m u l a t e d  by Adam S m i t h ,  i s  t h a t  w h i l e  i t s  means  a r e  r a t i o n a l ,  
i t s  e n d s  a r e  p l u r a l  and  a c c o m p l i s h e d  o n l y  t h r o u g h  t h e  mechanism  
o f  a d i f f u s e d  a n d  f r e e  m a r k e t  w here  t h e r e  a r e  no f o c a l  p o i n t s  o f  
d e c i s i o n - m a k i n g . *  The f u n d a m e n t a l  b a s i s  o f  e c o n o m i z i n g  i s  t h e  
p r i n c i p l e  o f  m a x i m i z i n g  b e h a v i o r ,  w h i c h ,  i n  s h o r t ,  a s su m es  t h a t  
g i v e n  a c h o i c e  p e o p l e  a lw a y s  c h o o se  w ha t  t h e y  t h i n k  i s  b e s t  f o r  
them a t  a g i v e n  t i m e .  The t h e o r e t i c a l  v i r t u e  o f  t h e  f r e e  m a r k e t  
m ech an ism  i s  t h a t  i t  c o o r d i n a t e s  human i n t e r d e p e n d e n c e  i n  some 
o p t i m a l  f a s h i o n  s o  t h a t  t h e  m a x im iz in g  b e h a v i o r  i s  e x p r e s s e d  i n  
t h e  p r e f e r e n c e s  o f  b u y e r s  an d  s e l l e r s  e n g a n e d  i n  an  e x c h a n g e  
s i t u a t i o n . ^
u s e d  and  b e s t - s e l l i n g  e c o n o m i c s  t e x t s  i n  t h e  U .S .  S ee  A n th o n y ,  
"The T r o u b l e  w i t h  P r o f i t  M a x i m i z a t i o n , "  p .  127.
* B e l l ,  " T e c h n o c r a c y  a n d  P o l i t i c s , "  p p .  2 1 - 2 3 .
^ I n  a s i m i l a r  v e i n ,  S a m u e l s o n  s u g g e s t s  t h a t  e v e n  t h e  b e ­
h a v i o r  o f  N e w t o n ' s  f a l l i n g  a p p l e  c a n  be  i n t e r p r e t e d  a s  i f  i t
w e re  a s o l u t i o n  o f  an  a p p r o p r i a t e l y  f o r m u l a t e d  m a x i m i z i n g  o r  m i n i ­
m i z i n g  p r o b l e m .  See  P a u l  S a m u e l s o n ,  "Maximum P r i n c i p l e s  i n
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The phenomenon o f  e x c h a n g e  a s  o r g a n i z e d  a r o u n d  m a x im iz in g  
b e h a v i o r  i s  t h e  h e a r t  o f  t h e  e c o n o m i z i n g  mode . The m os t  i m p o r t a n t  
s i n g l e  p a r a m e t e r  i n  any  e x c h a n g e  i s  t h e  r a t i o  o f  e x c h a n g e  or  t h e  
p r i c e  m e ch a n ism .  I n  a f r e e  s o c i e t y ,  t h e  p r i c e  m echan ism  c a n  be 
m a n i p u l a t e d  t o  g u i d e  i n d i v i d u a l  b e h a v i o r  i n t o  a s o c i a l l y  a c c e p t ­
a b l e  d i r e c t i o n  w i t h o u t  c o e r c i o n /  T h i s  a l s o  i s  t h e  c e n t r a l  
theme o f  Adam S m i t h 1s i n v i s i b l e  han d  p r o p o s i t i o n .  The e x c h a n g e  
s y s t e m  o r g a n i z e d  a r o u n d  a f r e e  m a r k e t  m echan ism  and g u i d e d  by  
m a x i m i z i n g  b e h a v i o r  i s  t h e  one e f f e c t i v e  way t o  r e c o n c i l e  i n d i -  
v id u a  1 l i b e r t y  w i t h  t h e  o v e r a l l  s o c i a l  g o a l s . “
E. M easu rem en t  L i m i t s  i n  a n  E c o n o m iz in g  Mode
1.  M easu rem en t  o f  Econom ic  Goods Only
E c o n o m iz in g  a s  a p r o c e s s  i s  a p r o d u c t  o f  s c a r c i t y  w h ic h  
f o r c e s  p e o p l e  t o  become t h e  d e c i s i o n - m a k e r s .  I f  t h e r e  w ere  no
3
s c a r c i t y ,  t h e r e  w ou ld  be  no n e c e s s i t y  t o  make any  c h o i c e s .  The
A n a l y t i c a l  E c o n o m i c s , "  p p .  2 4 9 - 2 5 5 .  H ow ever ,  i t  i s  s o  f o r m a l  
t h a t  i t  seems a l m o s t  d e v o i d  o f  any  c o n t e n t ,  a n d  t h e r e f o r e  c a n n o t  
be  s u b s t i t u t e d  f o r  f a c t u a l  k n o w l e d g e .  See  K e n n e th  E .  B o u l d i n g ,
" I s  Econom ics  O b s o l e s c e n t ? "  r e v i e w  o f  Oil Economic  K now ledge :
Toward a_ S c i e n c e  o f  P o l i t i c a  1 E c o n o m ic s ,  by  A d o lp h  Lowe, i n  
S c i e n t i f i c  A m e r i c a n ,  May, 1905,  p .  40 ; and  W a s s i l y  L e o n t i e f ,
"The L i m i t s  o f  E c o n o m i c s , "  p .  3 1 .
^ B o u l d i n g ,  " I s  Econom ics  O b s o l e s c e n t ? "  p .  4 1 .
“ S ee  S m i t h ,  The Wea1th  o f  N a t i o n s ,  c h .  1 1 .
Q
H ere  e c o n o m i c s  e m e r g e s ,  i n  B o u l d i n g ’ s  w o r d s ,  " a s  a 
g e n e r a l i z e d  t h e o r y  o f  c h o i c e , "  a r i s i n g  p r i m a r i l y  b e c a u s e  o f  s c a r ­
c i t y ,  w h ic h  f o r c e s  man t o  make d e c i s i o n s .  The e c o n o m ic  man, 
s i m i l a r l y ,  i s  a g e n e r a l i z e d  c h o o s e r  a n d  d e c i s i o n - m a k e r ,  who e v a l u ­
a t e s  h i s  t r a d e - o f f s  i n  s a c r i f i c i n g  a l i t t l e  o f  t h i s  f o r  a l i t t l e  
o f  t h a t .  S e e  B o u l d i n g ,  " I s  Econom ics  O b s o l e s c e n t ? "  p .  3 9 .  Both  
L o r d  R o b b i n s  and S a m u e l s o n  h a v e  s i m i l a r l y  v iew ed  s c a r c i t y  a s  t h e
2 1 9
u n q u a l i f i e d  s c a r c i t y ,  w h i c h  h a s  b e e n  made t h e  c r i t e r i o n  o f  e c o ­
n o m i c  a c t i v i t y ,  h a s  a l s o  b e e n  i t s  p r i n c i p a l  d i l e m m a .  The b e s t  
t h i n g s  i n  l i f e  a r e  f r e e :  c l e a n  a i r ,  b e a u t i f u l  s c e n e r y ,  p u r e
w a t e r ,  s u n s h i n e ,  s a t i s f a c t i o n  i n  w o r k  a n d  i n  m e e t i n g  f r i e n d s ,  
e t c .  T h e s e  a r e  f r e e  g o o d s  e i t h e r  b e c a u s e  t h e y  a r e  s o  a b u n d a n t  
t h a t  t h e r e  i s  l i t t l e  o r  n o  c o s t ,  o r  b e c a u s e  t h e y  a r e  n o t  a p p r o ­
p r i a b l e  o r  s a l e a b l e . ^
S i n c e  t h e  p r o v i s i o n  o f  s u c h  f r e e  g o o d s  c a n  b e  t a k e n  f o r  
g r a n t e d ,  t h e r e  i s  n o  n e e d  t o  make a n y  c h o i c e s .  C o n s e q u e n t l y ,  
t h e y  s t a y  o u t s i d e  t h e  c o s t  a c c o u n t i n g  f r a m e w o r k .  E v en  t h o u g h  
s u c h  f r e e  g o o d s  a r e  i n d i s p e n s a b l e  t o  human w e l f a r e ,  t h e y  d o  n o t  
am o u n t  t o  much i n  t h e  b o o k k e e p i n g  o f  e c o n o m i c  w e a l t h .  F u r t h e r ­
m o r e ,  t h e  b o o k k e e p i n g  o f  t h e  e c o n o m i c  w e a l t h  i s  a g a i n  i n  u n i d i ­
m e n s i o n a l  m e a s u r e m e n t ,  t h a t  i s ,  i n  p r e c i s e  m o n e t a r y  c a l c u l a t i o n ,  
w h e r e  t h e  t e r r a s  o f  t r a d e - - t h e  p r i c e s - - a r e  b y  n e c e s s i t y  s t a t e d  
a n d  r e c o r d e d  i n  m o n e t a r y  t e r m s  o n l y . ^
b a s i c  t h e m e  b e h i n d  e c o n o m i c  p r o c e s s e s .  S e e  R o b b i n s ,  An E s s a y  on 
N a t u r e  S i g n i f i c a n c e  o f  E c o n o m ic  S c i e n c e ,  p .  2 4 ;  a n d  S a m u e l s o n ,  
E c o n o m i c s ,  p .  4 .
^ B e l l ,  "The  C o r p o r a t i o n  a n d  S o c i e t y  i n  1 9 7 0 ' s , "  p p .  1 3 - 1 5 .
^ F o r  e x a m p l e ,  C h a m b e r s '  f u n c t i o n a l  d e f i n i t i o n  o f  a c c o u n t ­
i n g  v i e w s  i t  a s  a " m e t h o d  o f  r e t r o s p e c t i v e  a n d  c o n t e m p o r a r y  m o n e ­
t a r y  c a l c u l a t i o n  . . . . "  S e e  C h a m b e r s ,  A c c o u n t i n g , Eva  l u a t i o n  
a n d  E c o n o m i c  B e h a v i o r . p .  9 9 .  S i m i l a r l y ,  D ew ing  s u g g e s t s  t h a t  
a c c o u n t i n g  c h o o s e s  t o  n e g l e c t  a l l  a s p e c t s  a n d  q u a n t i t i e s  o f  t h e  
m a t e r i a l  t h i n g s  w i t h  w h i c h  i t  d e a l s ,  e x c e p t  t h e i r  m e re  c o r r e s p o n ­
d e n c e  t o  money  v a l u e .  T h i s  i s  b e c a u s e ,  a s  w i t h  a l l  m a t h e m a t i c a l  
s c i e n c e s  w h i c h  a s s u m e  a c o r r e s p o n d e n c e  b e t w e e n  n u m b e r s  a n d  m a­
t e r i a l  t h i n g s ,  a c c o u n t i n g  i s  e s s e n t i a l l y  a b s t r a c t .  S e e  A r t h u r  
S t o n e  D e w i n g ,  The  F i n a n c i a l  P o l i c y  o f  C o r p o r a t i o n s  ( r e v .  e d . ;
New Y o r k :  R o n a l d  P r e s s ,  1 9 2 b ) ,  p p .  4 5 3 - 4 5 4 .  One may w o n d e r  why
t h e r e  i s  s u c h  t h o r o u g h  d e p e n d e n c e  on  t h e  u n i d i r a e n s i o n a 1 m o n e t a r y  
c a l c u l a t i o n ,  p a r t i c u l a r l y  w h e n ,  a s  S w e e n y  s a i d  s o  w ^ l l ,  " t h e
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2 .  E x t e r n a l i t i e s  A r e  N o t  A c c o u n t e d  F o r
I t  i s  c h a r a c t e r i s t i c  o f  t h e  j u g g e r n a u t  o f  t e c h n o l o g i c a l  
g r o w t h  t o  g e n e r a t e  e x t e n s i v e  s p i l l o v e r s  o f  e f f e c t s  w h i c h  e v e n ­
t u a l l y  becom e  c o s t s  b o r n e  d i r e c t l y  b y  " t h i r d  p a r t i e s "  o r  d i s ­
t r i b u t e d  among t h e  s o c i e t y  a s  a w h o l e . * T e c h n o l o g i c a l  p r o g r e s s  
g e n e r a t e s  m u l t i p l e  d i s r u p t i v e  e f f e c t s .  More i m p o r t a n t ,  s u c h
t r u t h f u l n e s s  o f  a c c o u n t i n g  d e p e n d s  l a r g e l y  on t r u t h f u l n e s s  o f  
t h e  d o l l a r - - a n d  t h e  d o l l a r  i s  a l i a r .  F o r  i t  s a y s  one  t h i n g  a n d  
m eans  a n o t h e r . "  I n  m o n e t a r y  c a l c u l a t i o n ,  t h e  a c c o u n t a n t  r e d u c e s  
w h a t  i s  e s s e n t i a l l y  a m u l t i d i m e n s i o n a l  r e a l i t y  t o  a o n e - d i m e n s i o n a 1 
f i g u r e .  He d o e s  s o  b e c a u s e  t h e  a c c o u n t a n t ' s  t a s k  i s  e s s e n t i a l l y  
a n  i m p o s s i b l e  o n e ,  a n d  h e  i s  d o i n g  t h e  b e s t  he  c a n  d o  u n d e r  t h e  
c i r c u m s t a n c e s .  T h i s  i s  why m o re  o f t e n  a c c o u n t i n g  b e c o m e s  r i t u a l ­
i s t i c  b e c a u s e  t h e  " r i t u a l  i s  a l w a y s  a p r o p e r  r e s p o n s e  when a man 
h a s  t o  g i v e  a n  a n s w e r  t o  a q u e s t i o n ,  t h e  a n s w e r  t o  w h i c h  h e  c a n n o t  
r e a l l y  k n o w ."  S e e  H e n r y  W h i tc o m b  S w e e n y ,  S t a b i l i z e d  A c c o u n t i n g  
(New Y o r k :  H a r p e r  & Row, P u b l i s h e r s ,  1 9 3 b ) ,  p .  x i ;  a n d  K. E .
B o u l d i n g ,  " E c o n o m i c s  a n d  A c c o u n t i n g , "  p .  2 8b .  I t  s h o u l d  b e  a d d e d ,  
h o w e v e r ,  t h a t  a t t e m p t s  a r e  b e i n g  made t o  e s c a p e  t h e  u n i d i m e n s i o n a l ­
i t y  o f  a c c o u n t i n g .  F o r  e x a m p l e ,  s e e  Y u j i  I j i r i ,  The F o u n d a t i o n s  
o f  A c c o u n t i n g  M e a s u r e m e n t : Â  M a t h e m a t i c a  1,  E c o n o m ic  a n d  Be ha v i o r a  1
I n q u i r y ,  P r e n t i c e - H a l l  I n t e r n a t i o n a l  S e r i e s  i n  M a n a g e m e n t  ( E n g l e ­
wood C l i f f s ,  N.  J . : P r e n t i c e - H a l l ,  I n c . ,  1 9 b 7 ) ,  c h .  5 ;  a n d  A.
C h a r n e s ,  C .  C o l a n t o n i ,  W. W. C o o p e r ,  a n d  K. 0 .  K o r t a n e k ,  " E c o n o m i c  
S o c i a l  a n d  E n t e r p r i s e  A c c o u n t i n g  a n d  M a t h e m a t i c a l  M o d e l s , "  The  
A c c o u n t i n g  R e v i e w ,  XLVII  ( J a n u a r y ,  1972 ) ,  8 5 - 1 0 8 .
^ P i g o u  was  one  o f  t h e  e a r l i e r  e c o n o m i s t s  t o  d i s c u s s  t h e s e  
" t h i r d - p a r t y "  e f f e c t s  w h i c h ,  i n  P i g o v i a n  t e r m i n o l o g y ,  w e r e  e x t e r ­
n a l  t o  t h e  i m m e d i a t e l y  i n v o l v e d  p a r t i e s .  S i n c e  t h e s e  e x t e r n a l  
e f f e c t s  ( b o t h  p o s i t i v e  a n d  n e g a t i v e )  a r e  s o  d i f f u s e d ,  i t  i s  d i f f i ­
c u l t  t o  d e t e r m i n e  t h e  i d e n t i t y  o f  t h e i r  i n d i v i d u a l  o r  o r g a n i z a t i o n ­
a l  r e c i p i e n t s  t o  i n c l u d e  t h e m  i n  some c o s t - b e n e f i t  m a t r i x .  Among 
o t h e r s ,  P i g o u  c i t e s  t h e  e x a m p l e s  o f  u n c o m p e n s a t e d  s e r v i c e s ,  s u c h  
a s  a f f o r e s t a t i o n ,  s t r e e t  l a m p s  e r e c t e d  a t  t h e  d o o r s  o f  p r i v a t e  
h o u s e s ,  t h e  p r e v e n t i o n  o f  smoke f r o m  c h i m n e y s ,  a n d  t h e  r e s o u r c e s  
d e v o t e d  t o  t h e  f u n d a m e n t a l  p r o b l e m s  o f  s c i e n t i f i c  r e s e a r c h  a n d  t o  
t h e  p e r f e c t i n g  o f  i n v e n t i o n s  a n d  i m p r o v e m e n t s  i n  i n d u s t r i a l  p r o ­
c e s s e s .  H e r e  i n  e a c h  c a s e  t h e  s e r v i c e s  o r  d i s s e r v i c e s  a r e  r e n ­
d e r e d  t o  t h e  t h i r d  p a r t i e s  w h i c h  a r e  n o t  i n  t h e  i m m e d i a t e  c o s t -  
b e n e f i t  m a t r i x ,  a n d  t h e  " p a y m e n t  c a n n o t  b e  e x a c t e d  f r o m  t h e  
b e n e f i t e d  p a r t i e s  o r  c o m p e n s a t i o n s  e n f o r c e d  on b e h a l f  o f  i n j u r e d  
p a r t i e s . "  S e e  A .  C .  P i g o u ,  The  E c o n o m i c s  o f  W e l f a r e  ( 4 t h  e d . ; 
L o n d o n :  M a c m i l l a n  & C o . ,  L t d . ,  1 9 3 2 ) ,  p .  1 8 5 .  S e e  a l s o  F r a n c o i s
B o u r r i c a u d ,  "The  P a r a d o x e s  o f  W e l f a r e , "  p p .  4 3 - b O .
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p r o g r e s s  i n t r o d u c e s  d i f f e r e n c e s  b e t w e e n  t h o s e  who b e a r  i t  a n d  
t h o s e  who b e n e f i t  by  i t ,  w i t h  a r e s u l t i n g  i n c r e a s e  i n  t h e  po w er  
o f  t h e  l a t t e r . *  The d i l e m m a  o f  g r o w t h  i s  t h a t  t h i s  i n e q u a l i t y  
i s  s o  e s s e n t i a l  t o  p r o g r e s s  t h a t  i t  i s  i m p o s s i b l e  t o  e l i m i n a t e  
i t ,  a t  l e a s t  n o t  i m m e d i a t e l y ,  w i t h o u t  e l i m i n a t i n g  t h e  p r o g r e s s  
i t s e l f . “
The p r e s e n t  f r a m e w o r k  o f  c o s t  a c c o u n t i n g  w h i c h  f a c i l i ­
t a t e s  t h e  m a x i m i z i n g  b e h a v i o r  o f  t h e  e c o n o m i z i n g  mode d o e s  n o t  
t a k e  i n t o  a c c o u n t  t h e  e x t e r n a l i t i e s  o r  s o - c a l l e d  n e i g h b o r h o o d  
e f f e c t s :  t h e  smoke n u i s a n c e ,  r i v e r  p o l l u t i o n ,  t h e  p r i v a t e  g a r d e n
i n  t h e  p u b l i c  v i e w ,  a n d  t h e  l i k e .  T he  p r i c e  m e c h a n i s m  o f  t h e  f r e e  
m a r k e t  c a n  r e f l e c t  e x c l u s i v e l y  t h e  m o n e t a r y  t r a d e  t e r m s  o f  t h e  a p ­
p r o p r i a b l e  i t e m s ,  a n d  n o t h i n g  e l s e .
And t o  s t a r t  a v i c i o u s  c i r c l e ,  s i n c e  g r o w t h  h a s  b e e n  a 
p r i n c i p a l  g o a l  o f  t h e  i n d u s t r i a l  s o c i e t y ,  t h i s  d i f f e r e n c e  " w i l l  
be g r e a t  w h e r e  pow er  i s  g r e a t . "  S e e  J o h n  K e n n e th  G a l b r a i t h ,  
" P o w e r  a n d  t h e  U s e f u l  E c o n o m i s t , "  The  A m e r i c a n  E c o n o m ic  Re v i e w ,  
L X I I I  (M a r c h ,  1 9 7 3 ) ,  7 .
“As B o u r r i c a u d  e x p l a i n s  i t ,  t e c h n o l o g i c a l  p r o g r e s s  p r o ­
d u c e s  two k i n d s  o f  e f f e c t s :  one o f  e x c l u s i o n  by  d i f f e r e n t i a t i o n ,
a s  t h e r e  i s  a d i f f e r e n c e  b e t w e e n  t h o s e  who b e a r  i t  a n d  t h o s e  who 
b e n e f i t  by i t ;  a n d  t h e  o t h e r  o f  c o m p e t i t i o n  by  m eans  o f  w h i c h  
t h o s e  e x c l u d e d  t r y  t o  c a t c h  u p  w i t h  t h e  r e s t  o f  t h e  c r o w d ,  a s  
e v i d e n c e d  by t h e  o s t e n s i b l e  p u r p o s e s  f o r  w h i c h  p e o p l e  e m p h a s i z e  
e d u c a t i o n  i n  t h e  i n d u s t r i a l  s o c i e t i e s .  S e e  B o u r r i c a u d ,  "The  
P a r a d o x e s  o f  W e l f a r e , "  p .  5 5 .
‘ B o u l d i n g  r e f e r s  t o  t h e s e  e x t e r n a l i t i e s  a s  d i s e a s e s  o f  
t h e  m a r k e t  a n d  s u g g e s t s  t h a t  t h e y  c a n  p e r h a p s  be  c o r r e c t e d  by  
r e g u l a t i o n ,  c o u n t e r v a i l i n g  p o w e r ,  o r  t a x  s y s t e m .  He w a r n s  t h a t  
d i a g n o s i s  a n d  t h e  c u r e  o f  t h e s e  i l l s  r e q u i r e  " a n  i n f o r m a t i o n  
s y s t e m  o f  d e l i c a c y  t h a t  we d o  n o t  p o s s e s s . "  S e e  B o u l d i n g ,  "The  
B a s i s  o f  V a l u e  J u d g m e n t s  i n  E c o n o m i c s , "  p .  0 3 .
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3 .  I n t e g r a t i v e  F a c t o r s  A r e  N o t  A c c o u n t e d  F o r
The p r i n c i p a l  t h e n e  o f  t h e  e c o n o m i z i n g  mode i n  t h e  o r ­
g a n i z a t i o n  o f  l i f e  h a s  b e e n  t h a t  e x c h a n g e  i s  a m o re  i m p o r t a n t  
s o u r c e  o f  pow er  t h a n  t h r e a t .  T h i s  h a s  a l s o  b e e n  t h e  h i s t o r i c a l  
s i g n i f i c a n c e  o f  m o d e r n  W e s t e r n  c a p i t a l i s m .  H o w e v e r ,  t h e  s m o o t h l y  
f u n c t i o n i n g  p r i c e  m e c h a n i s m  a n d  t h e  p e r f e c t  e x c h a n g e  s y s t e m ,  e v e n  
o f  a f r e e  m a r k e t ,  c a n n o t  p r o v i d e  a n  a n s w e r  t o  a l l  t h e  c r i t i c a l  
s o c i a l  i l l s .  T h e r e  s t i l l  r e m a i n s  a r e s i d u e  o f  e l e m e n t s  i n  s o c i a l  
r e l a t i o n s  t h a t  c a n n o t  be  a c c o u n t e d  f o r  b y  e x c h a n g e .  M o r e o v e r ,  
t h e  m a r k e t  i t s e l f  i s  s u b j e c t  t o  c e r t a i n  p a t h o l o g i c a l  d i s o r d e r s  o f  
i t s  own: g e n e r a l  d e f l a t i o n  o r  i n f l a t i o n ,  m o n o p o l y  r i g i d i t i e s ,
m e a n i n g l e s s  c o m p e t i t i v e  f l u c t u a t i o n s ,  e t c . *
T he  e x c h a n g e  s y s t e m  o f  t h e  e c o n o m i z i n g  mode t h u s  c o n t i n u ­
a l l y  n e e d s  t o  be  s u p p l e m e n t e d  by  w h a t  B o u l d i n g  c a l l s  t h e  " i n t e g r a ­
t i v e  s y s t e m "  i n v o l v i n g  s u c h  t h i n g s  a s  s t a t u s ,  r e s p e c t ,  l o v e ,  h o n o r ,  
c o m m u n i t y ,  i d e n t i t y ,  l e g i t i m a c y ,  a n d  s o  o n .  W i t h o u t  i n t e g r a t i v e  
r e l a t i o n s h i p s ,  n e i t h e r  t h r e a t  n o r  e x c h a n g e  c a n  m a i n t a i n  a c o n t i n u ­
i n g  r e l a t i o n s h i p .  W i t h o u t  i n t e g r a t i v e  l e g i t i m a c y ,  b o t h  e x c h a n g e  
a n d  t h r e a t  s y s t e m s  a r e  s e l f - d e f e a t i n g  a n d  s e I f - l i m i t i n g ,  a n d  a r e  
i n c a p a b l e  o f  c r e a t i n g  r o l e s  t h a t  w o u ld  s u s t a i n  s o c i e t y .  T h e s e  
r e l a t i o n s h i p s  a r e  q u i t e  c o m p le x  a n d  r e c i p r o c a l ,  a n d  u s u a l l y  r e ­
m a in  o u t s i d e  t h e  c o s t  a c c o u n t i n g  f r a m e w o r k  o f  t h e  e c o n o m i z i n g  
mode
* B o u l d i n g ,  E c o n o m i c s  a s  a_ S c i e n c e M p .  10 .
“̂ H ow ever ,  i t  s h o u l d  be n o t e d  t h a t  t h e  i n t e g r a t i v e  s y s t e m  
c a n  b e  e q u a l l y  f a u l t e d  w i t h  o t h e r  i l l s ,  t h e  m o s t  i m p o r t a n t  b e i n g  
t h e  l a c k  o f  f e e d b a c k  a n d  c o n t r o l .  T h u s ,  i f  t h e  F o r d  M o to r  Company,
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I n  t h i s  r e s p e c t ,  t h e  p r o c e s s  o f  e c o n o m i c  g r o w t h ,  w h i c h  i s  
o n e  o f  t h e  m a j o r  g o a l s  o f  a n  e c o n o m i z i n g  mode ,  i s  i n a d e q u a t e l y  
u n d e r s t o o d .  I f  t h e  i n t e g r a t i v e  s y s t e m  o f  a c o u n t r y  f a i l s  t o  d e ­
v e l o p  c o n c e p t s  o f  m u t u a l i t y ,  t r u s t ,  a n d  c o m m u n i t y  b e y o n d  t h e  c o n ­
f i n e s  o f  t h e  f a m i l y  o r  t h e  s m a l l  i n t i m a t e  g r o u p ,  i t s  a t t e m p t s  
t o w a r d  e c o n o m i c  d e v e l o p m e n t  a r e  b o u n d  t o  f a i l .  More t h a n  t h e  
e l e m e n t s  o f  t e c h n o l o g y ,  s u c h  a s  p h y s i c a l  i n p u t s  a n d  o u t p u t s ,  d a m s ,  
o r  r o a d s ,  a n d  m ore  t h a n  t h e  e l e m e n t s  o f  e c o n o m i c s ,  s u c h  a s  s t a ­
b i l i z a t i o n  a n d  t r a d e ,  i n v e s t m e n t  a n d  c o n s u m p t i o n ,  money  a n d  
b u d g e t s ,  w h a t  i s  r e q u i r e d  i n  t h e  p r o c e s s  o f  e c o n o m i c  g r o w t h  a r e  
s u c h  s u b t l e ,  i n t e g r a t i v e  e l e m e n t s  a s  m o t i v a t i o n  a n d  m o r a l e ,  
c o n f l i c t  m a n a g e m e n t  and  p o l i t i c a l  l e g i t i m a c y ,  f a m i l y  s t r u c t u r e  
a n d  r e l i g i o u s  b e l i e f s . * '
w h i c h  s p e c i a l i z e s  i n  e x c h a n g e  r e l a t i o n s h i p s ,  p r o d u c e s  a n  E d s e l ,  
i t  s o o n  f i n d s  o u t  t h a t  i t  i s  a f a i l u r e ,  b u t  i f  t h e  F o r d  F o u n d a t i o n ,  
w h i c h  s p e c i a l i z e s  i n  i n t e g r a t i v e  r e l a t i o n s h i p s ,  p r o d u c e s  a n  E d s e l ,  
n o  one w i l l  e v e r  know t h a t  i t  i s  a f a i l u r e ,  l e a s t  o f  a l l  t h e  F o r d  
F o u n d a t i o n .  S e e  B o u l d i n g ,  " I s  E c o n o m i c s  O b s o l e s c e n t ? "  p .  1 4 4 .
* I b i d . A l s o ,  s e e  B a u e r ,  D i s s e n t  on D e v e l o p m e n t .
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A. T o w a r d  t h e  Economy o f  S p a c e s h i p  E a r t h *
The b a s i c  t e n e t  o f  t h e  f r e e  m a r k e t  i s  t h a t  t h e  p r i c e  s y s ­
t e m  a n d  m a x i m i z i n g  b e h a v i o r  w i l l  p r o v i d e  a n  e f f i c i e n t  a l l o c a t i o n  
o f  r e s o u r c e s  w i t h i n  t h e  f r a m e w o r k  o f  dem and  a n d  s u p p l y .  H o w e v e r ,  
a s  V e b l e n  p o i n t e d  o u t ,  t h e  d i r e c t i o n  o f  econom y  i s  u l t i m a t e l y  p r o ­
v i d e d  b y  t h e  v a l u e  s y s t e m  o f  t h e  c u l t u r e  i n  w h i c h  t h e  econom y  i s  
e m b e d d e d . ' 2 S u c h  a v a l u e  s y s t e m  i n  a n  i n d u s t r i a l  s o c i e t y ,  r e g a r d ­
l e s s  o f  i t s  i d e o l o g i c a l  p r e d i l e c t i o n s ,  u s u a l l y  c e n t e r s  a r o u n d  t h e  
d e s i r a b i l i t y  o f  e c o n o m i c  g r o w t h  w h e r e  " t h e  p r o d u c t i o n ,  b y  i t s
o v e r p o w e r i n g  i m p o r t a n c e  a n d  i t s  i n e l u c t a b l e  d i f f i c u l t y  i s  t h e
3
c e n t r a l  p r o b l e m  o f  o u r  l i v e s . "
What i s  more  c r u c i a l  i s  t h a t  t h e  c u l t u r a l  v a l u e s  o f  
W e s t e r n  s o c i e t y ,  p a r t i c u l a r l y  A m e r i c a n  s o c i e t y ,  i n c r e a s e  t h e  p r i ­
v a t e  c o n s u m p t i o n  o f  e c o n o m i c  g o o d s .  T h i s  h a s  l e d  t o  t h e  m a j o r  
d i s t o r t i o n s  a n d  c o n t r a d i c t i o n s  i n  t h e  d i s t r i b u t i o n  o f  g o o d s  a n d  
s e r v i c e s .  Men o f t e n  v ie w  f r i v o l o u s  g o o d s  w i t h  p r i d e ,  b u t  c o n s i d e r
* T h i s  s e c t i o n  i s  a d a p t e d  l a r g e l y  f r o m  t h e  r e l a t e d  w r i t i n g s  
o f  K e n n e t h  E .  B o u l d i n g .  T h e s e  i d e a s  f i r s t  o r i g i n a t e d  w i t h  h im ,  
a n d  I  h a v e  r e l i e d  h e a v i l y  on h i s  w r i t i n g s ,  p a r t i c u l a r l y  a p a p e r  
p r e s e n t e d  a t  t h e  S i x t h  R e s o u r c e s  f o r  t h e  F u t u r e  Forum on E n v i r o n ­
m e n t a l  Q u a l i t y  i n  a G r o w i n g  Economy i n  W a s h i n g t o n ,  D. C .  on 
M arch  8 ,  1 9 o o .  The p a p e r  i s  e n t i t l e d ,  "T he  E c o n o m i c s  o f  t h e  
Coming  S p a c e s h i p  E a r t h , "  a n d  i s  c o l l e c t e d  i n  B o u l d i n g ,  B e y o n d  
E c o n o m i c s ,  p p . 27 5 - 2 8 7 .
2 S e e  T h o r s t e i n  V e b l e n ,  The T h e o r y  o f  B u s i n e s s  E n t e r p r i s e  
(New Y o r k :  C h a r l e s  S c r i b n e r ' s  S o n s ,  1 9 0 4 ) ,  p p .  41- t>5 .  S e e  a l s o
B e l l ,  "The  C o r p o r a t i o n  a n d  S o c i e t y  i n  t h e  1 9 7 0 ’ s , "  p .  1 3 .
3 J o h n  K e n n e t h  G a l b r a i t h ,  The A f f l u e n t  S o c i e t y  ( B o s t o n :  
H o u g h t o n  M i f f l i n ,  1 9 5 8 ) ,  p .  2 8 1 .
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p u b l i c  s e r v i c e s  a t  b e s t  t o  be  a n e c e s s a r y  e v i l  a n d  a t  w o r s t  
" a  m a l i g n  t e n d e n c y  a g a i n s t  w h i c h  a n  a l e r t  c o m m u n i ty  m u s t  e x e r c i s e  
e t e r n a l  v i g i l a n c e . " *
O v e r l y  o c c u p i e d  w i t h  t h e  p r o d u c t i o n  o f  p r i v a t e  c o n s u m p ­
t i o n  g o o d s  w h i c h  a r e  i n  g r e a t e r  dem and  b e c a u s e  t h e y  a r e  e m b e d d e d  
i n  t h e  v a l u e  s y s t e m ,  t h e  i n d u s t r i a l  e conom y  c r e a t e s  a s e r i o u s  i m ­
b a l a n c e  b e t w e e n  p u b l i c  g o o d s  a n d  p r i v a t e  g o o d s .* '  E x c e s s i v e  p r e ­
o c c u p a t i o n  w i t h  t h e  p r o d u c t i o n  o f  p r i v a t e  c o n s u m p t i o n  g o o d s  i n  a n  
e c o n o m i z i n g  mode i s  g r o u n d e d  i n  t h e  a s s u m p t i o n  t h a t  t h e  s o u r c e  o f
* I b i d . G a l b r a i t h  i l l u s t r a t e s  t h i s  c o n t r a s t  i n  t h e  f o l l o w ­
i n g  p a s s a g e :
The f a m i l y  w h i c h  t a k e s  i t s  mauve a n d  c e r i s e ,  a i r -  
c o n d i t i o n e d ,  p o w e r - s t e e r e d ,  and  p o w e r - b r a k e d  a u t o m o b i l e  
o u t  f o r  a t o u r  p a s s e s  t h r o u g h  c i t i e s  t h a t  a r e  b a d l y  
p a v e d ,  made h i d e o u s  b y  l i t t e r ,  b l i g h t e d  b u i l d i n g s ,  b i l l ­
b o a r d s ,  a n d  p o s t s  f o r  w i r e s  t h a t  s h o u l d  l o n g  s i n c e  h a v e  
b e e n  p u t  u n d e r g r o u n d .  T h e y  p a s s  on i n t o  a c o u n t r y s i d e  
t h a t  h a s  b e e n  r e n d e r e d  l a r g e l y  i n v i s i b l e  b y  c o m m e r c i a l  
a r t .  (The g o o d s  w h i c h  t h e  l a t t e r  a d v e r t i s e  h a v e  an  
a b s o l u t e  p r i o r i t y  i n  o u r  v a l u e  s y s t e m .  S u c h  a e s t h e t i c  
c o n s i d e r a t i o n s  a s  a v ie w  o f  t h e  c o u n t r v s i d e  a c c o r d i n g l y  
come s e c o n d .  On s u c h  m a t t e r s  we a r e  c o n s i s t e n t . )  T h e y  
p i c n i c  on e x q u i s i t e l y  p a c k a g e d  f o o d  f r o m  a p o r t a b l e  
i c e b o x  by  a p o l l u t e d  s t r e a m  a n d  g o  on t o  s p e n d  t h e  n i g h t  
a t  a p a r k  w h i c h  i s  a m e n ace  t o  p u b l i c  h e a l t h  a n d  m o r a l s .  
J u s t  b e f o r e  d o z i n g  o f f  on a n  a i r  m a t t r e s s ,  b e n e a t h  a 
n y l o n  t e n t ,  a m id  t h e  s t e n c h  o f  d e c a y i n g  r e f u s e ,  t h e y  may 
r e f l e c t  v a g u e l y  on t h e  c u r i o u s  u n e v e n n e s s  o f  t h e i r  b l e s s ­
i n g s .  I s  t h i s ,  i n d e e d ,  t h e  A m e r i c a n  g e n i u s ?
I b i d . ,  p .  J 5 3 .
^ I n  a s i m i l a r  v e i n ,  p o p u l a r  p s y c h o l o g y  a i d e d  b y  v o t e -  
m o n g e r i n g  p o l i t i c i a n s  d o e s  n o t  v ie w  t a x e s  a s  t h e  n e c e s s i t y  f o r  
p u r c h a s i n g  p u b l i c  s e r v i c e s  t h a t  a n  i n d i v i d u a l  c a n n o t  p u r c h a s e  f o r  
h i m s e l f ,  b u t  a s  money  " t a k e n  aw ay  f r o m  me_ b y  t h e m . "  S e e  B e l l ,
"The  C o r p o r a t i o n  a n d  S o c i e t y  i n  t h e  l Q T O ' s , "  p .  1 4 .  A l s o ,  s e e  
A n t h o n y  D owns ,  "Why t h e  G o v e r n m e n t  B u d g e t  I s  Too  S m a l l  i n  a 
D e m o c r a c y , "  W or ld  P o l i t i c s ,  X I I  ( J u l y ,  1 9 0 0 ) ,  5 4 0 - 5 0 3 .
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human w e l f a r e  i s  c o m m o d i t i e s .  I n  t h e s e  t e r m s ,  t h e  g r e a t e r  w e l f a r e  
r e q u i r e s  more  p r o d u c t i v e  w o r k e r s  who a r e  i n s t i t u t i o n a l l y  m o l d e d  
t o  t h e  p u r s u i t  o f  p r o d u c i n g  more  i n  o r d e r  t o  c onsum e  m o r e .  C o n ­
s e q u e n t l y ,  " t h e  r a t e  o f  i n c r e a s e  i n  incom e a n d  o u t p u t  i n  N a t i o n a l  
I ncom e  a n d  G r o s s  N a t i o n a l  P r o d u c t  . . . r e m a i n s  t h e  a l l  b u t  e x c l u ­
s i v e  m e a s u r e  o f  s o c i a l  a c h i e v e m e n t . " *
The g o a l s  o f  e c o n o m i c  g r o w t h  i n  a n  i n d u s t r i a l  s o c i e t y  
d e r i v e  l a r g e l y  f r o m  t h e  im age  w h i c h  man i n  s u c h  a s o c i e t y  h a s  o f  
h i m s e l f  a n d  h i s  e n v i r o n m e n t .  I n  t h e  l a s t  f e w  t h o u s a n d  y e a r s ,  t h e  
human r a c e  h a s  b e e n  e x p a n d i n g  a l m o s t  c o n t i n u o u s l y  i n  i t s  t o t a l  
p o p u l a t i o n  a n d  i n  i t s  r a t e  o f  u t i l i z a t i o n  o f  t h e  e a r t h ' s  r e s o u r c e s .  
P r i m i t i v e  men,  a n d  t o  a l a r g e  e x t e n t  men o f  e a r l y  c i v i l i z a t i o n s ,  
i m a g i n e d  t h e m s e l v e s  t o  be  l i v i n g  on a v i r t u a l l y  i l l i m i t a b l e  p l a n e .  
A f t e r  t h e  u n p r e c e d e n t e d  and  a c c e l e r a t e d  e x h a u s t i o n  o f  r e s o u r c e s  
a s  a r e s u l t  o f  t h e  g r o w t h  o f  t h e  l a s t  10O y e a r s ,  we h a v e  come t o
* G a l b r a i t h ,  The New I n d u s t r i a 1 S t a t e ,  p .  4 1 4 .  I t  s e e m s  
t h a t  t h e  i m p l i c i t  r o l e  o f  t h e  i n d i v i d u a l  i n  a n  i n d u s t r i a l  s o c i e t y  
i s  n o t  one o f  s a v i n g  b u t  r a t h e r  o f  c o n s u m i n g .  I b i d . ,  p .  4 9 .
A l s o ,  s e e  I r w i n  F r i e n d  a n d  S t a n l e y  S c h o r ,  "Who S a v e s ? "  The R e v i e w  
o f  S c o n o m i c s  a n d  S t a t i s t i c s ,  XLI (May,  1 9 5 9 ) ,  213-220;  J a m e s  S .  
D u e s e n b e r r y ,  I n c o m e ,  S a v i n g  a n d  t h e  T h e o r y  o f  C o n s u m e r  B e h a v i o r  
( C a m b r i d g e :  H a r v a r d  U n i v e r s i t y  P r e s s ,  1 9 4 9 ) ,  p .  2 8 ; a n d  J o h n  G.
G u r l e y ,  " T h e  S t a t e  o f  P o l i t i c a l  E c o n o m i c s , "  The  A m e r i c a n  E c o n o m i c  
R e v i e w ,  P a p e r s  a n d  P r o c e e d i n g s ,  LXI (May,  1 9 7 1 ) ,  o O - o l .  S o c i o l o ­
g i s t  R i e s m a n  s i m i l a r l y  s u g g e s t s  t h a t  i n  t h e  e r a  o f  i n c i p i e n t  d e ­
c l i n e  o f  p o p u l a t i o n ,  c h i l d r e n  b e g i n  t h e i r  t r a i n i n g  a s  c o n s u m e r s  
a t  a n  i n c r e a s i n g l y  e a r l y  a g e .  I n  A m e r i c a ,  he  w r i t e s ,  m i d d l e  c l a s s  
c h i l d r e n  h a v e  a n  a l l o w a n c e  o f  t h e i r  own a t  f o u r  o r  f i v e ,  a n d  t h e s e  
a l l o w a n c e s  a r e  e x p e c t e d  t o  be  s p e n t .  T h i s  w i l l  b u i l d  i n  t h e  c h i l d  
h a b i t s  o f  c o n s u m p t i o n  w h i c h  he  w i l l  e m p l o y  a s  a n  a d u l t .  S e e  D a v i d  
R i e s m a n ,  The  L o n e l y  C r o w d : Â S t u d y  o f  t h e  C h a n g i n g  A m e r i c a n
C h a r a c t e r  ( a b r i d g e d  e d . ;  New H a v e n ,  C o n n . :  Y a le  U n i v e r s i t y  P r e s s ,
1 9 o l ) ,  p p .  9 0 - 9 7 .
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a n  e n d  o f  t h e  g e o g r a p h i c a l  e x p a n s i o n  o f  m o d e rn  t i m e s .  I n  f a c t ,  
we a r e  j u s t  a h u n d r e d  y e a r s  s h o r t  o f  t h e  t o t a l  d r y i n g - u p  o f  o u r  
r e s o u r c e s :  " t h e r e  a r e  n o  e m p ty  l a n d s ,  a n d  t h e  v i e w  o f  e a r t h  f r o m
s p a c e  d r a m a t i z e s  t h e  im age  o f  man a s  i n h a b i t i n g  a s m a l l ,  c l o s e d  
s p a c e s h i p ,  d e s t i n a t i o n  unknown a n d  r e s o u r c e s  l i m i t e d . " *
The t r a n s f o r m a t i o n  o f  m a n ' s  im age  o f  h i s  e n v i r o n m e n t  f r o m  
a n  o p e n  e a r t h  t o  a c l o s e d  s p a c e s h i p  a l s o  c a l l s  f o r  some r a d i c a l  
a d j u s t m e n t  o f  h i s  e c o n o m i c  b e h a v i o r .  C i r c u m s c r i b e d  w i t h i n  a 
c l o s i n g  c i r c l e  w i t h  a n  e x p l o d i n g  p o p u l a t i o n  i n  t h e  f a c e  o f  d e ­
p l e t e d  r e s o u r c e s ,  a n d  w i t h  t h e  l i m i t e d  w a s t e - a b s o r b i n g  c a p a c i t y  
o f  t h e  s o i l ,  w a t e r ,  a n d  a t m o s p h e r e ,  we c a n  no  l o n g e r  a f f o r d  o u r  
m o d e rn  l i n e a r  e c o n o m y .  S u c h  a l i n e a r  econom y  e x t r a c t s  f o s s i l  
f u e l s  a n d  o r e s  a t  one e n d ,  t r a n s f o r m s  th e m  i n t o  c o m m o d i t i e s ,  a n d  
u l t i m a t e l y  i n t o  w a s t e  p r o d u c t s  w h i c h  a r e  s p e w e d  o u t  t h e  o t h e r  e n d  
i n t o  t h e  p o l l u t a b l e  r e s e r v o i r s .
.>
T h i s  i n h e r e n t l y  s u i c i d a l  p r o c e s s  m u s t  come t o  a n  e n d , "  b e ­
c a u s e  i n  a s p a c e s h i p  e a r t h  t h e r e  a r e  no  m i n e s  o r  s e w e r s .  I r o n i ­
c a l l y ,  a s  i n  a t r a d i t i o n a l  v i l l a g e  e c o n o m y ,  e v e r y t h i n g  h a s  t o  be  
r e c y c l e d ,  a n d  man h a s  t o  f i n d  a p l a c e  i n  t h e  m i d d l e  o f  t h i s  c y c l e .
* B o u l d i n g ,  E c o n o m i c s  a s  a_ S c i e n c e ,  p .  14b. S e e  a l s o  
Done 11a H. Meadows a n d  o t h e r s ,  The  L i m i t s  o t  G r o w t h : Â R e p o r t
f o r  t h e  C lu b  o f  Rome1s P r o j e c t  on t h e  P r e d i c a m e n t  o f  M a n k i n d ,
A P o to m a c  A s s o c i a t e s  Book (New Y o r k :  U n i v e r s e  B o o k s ,  1972\
^The i d e n t i t y  o f  f i n i t u d e  i s  w h a t  makes  t h e  c o n c e p t  o f  a 
s p a c e s h i p  e a r t h  d i s t r e s s i n g l y  i r r e f u t a b l e .  A n y t h i n g  t h a t  g ro w s  
i n t o  a f i n i t e  s p a c e  w i l l  e v e n t u a l l y  f i l l  i t  a n d  a t  t h e  e n d  w i l l  
f i l l  i t  r a p i d l y ,  e s p e c i a l l y  i f  i t s  g r o w t h  i s  a t  a c o n s t a n t  r a t e .  
S e e  G a r r e t t  H a r d i n ,  E x p l o r i n g  New E t h i c s  f o r  S u r v i v a l : The  Voyage
o f  t h e  S p a c e s h i p  B e a g l e  (New Y o r k :  V i k i n g  P r e s s ,  1 9 7 2 ) ,  f o r
f u r t h e r  b i o s o c i o l o g i c a 1 e x t e n s i o n  o f  t h i s  a r g u m e n t .
The s p a c e s h i p  e a r t h  s i m p l y  r e p e a t s  t h e  c y c l e  on a much l a r g e r  
s c a l e  an d  p o s s i b l y  on a h i g h e r  l e v e l . *
The c y c l i c a l  e c o l o g i c a l  s y s t e m  o f  t h e  s p a c e s h i p  econom y 
m u s t  be  c a p a b l e  o f  c o n t i n u o u s  r e p r o d u c t i o n  o f  m a t e r i a l  fo rm  e v e n  
t h o u g h  i t  c a n n o t  e s c a p e  h a v i n g  i n p u t s  o f  e n e r g y .  A g a i n s t  t h e  
v e r y  g r a i n  o f  a n  open  e a r t h  i n d u s t r i a l  e c o n o m y ,  t h e  p r o c e s s  o f  
c o n s u m p t i o n  w i l l  h a v e  t o  be  s h a r p l y  c u r t a i l e d .  " I n  t h e  s p a c e s h i p  
e c o n o m y ,  c o n s u m p t i o n  i s  n o  l o n g e r  a v i r t u e  b u t  a v i c e ;  a n d  a 
m o u n t i n g  G . N . P .  w i l l  be r e g a r d e d  w i t h  h o r r o r . U n l i k e  t h e  i n ­
d u s t r i a l  e conom y w h e r e  b o t h  e x p a n d i n g  p r o d u c t i o n  a n d  c o n s u m p t i o n  
a r e  a c t i v e l y  s o u g h t  a f t e r ,  t h e  s p a c e s h i p  econom y w o u l d  m e a s u r e  
i t s  s u c c e s s  by t h e  n a t u r e ,  e x t e n t ,  q u a l i t y ,  a n d  c o m p l e x i t y  o f  
t h e  t o t a l  c a p i t a l  s t o c k ,  i n c l u d i n g  t h e  s t a t e  o f  human c a p i t a l .
The  e c o n o m i c  l i f e  o f  t h e  o p e n  e a r t h  i n d u s t r i a l  s o c i e t y  
i s  o r g a n i z e d  a r o u n d  t h e  p r o d u c t i o n - c o n s u r a p t i o n  m i x .  I n  a s p a c e ­
s h i p  e a r t h ,  i t  w o u l d  h a v e  t o  be  o r g a n i z e d  a r o u n d  t h e  r a a i n t e n a n c e -  
d i s t r i b u t i o n  m i x .  S t o c k  m a i n t e n a n c e  w o u ld  be  e s s e n t i a l ,  a n d  
t e c h n o l o g i c a l  a d v a n c e s  w o u l d  be  g e a r e d  t o w a r d  c o n s e r v a t i o n  a n d  
n o t  c o n s u m p t i o n ,  s o  t h a t  a r i c h  v a r i e t v  o f  s t o c k  c a p i t a l  c o u l d  be  
m a i n t a i n e d  w i t h o u t  much p r o d u c t i o n .  P r o m i s e  o f  g r o w t h  w o u ld  h a v e
^ B o u l d i n g  c a l l s  t h i s  a t r a n s i t i o n  f r o m  t h e  " co w b o y  econom y"  
o f  e x p l o i t a t i o n  a n d  p o l l u t i o n  t o  t h e  " s p a c e  man econom y"  o f  e x ­
t r e m e  c o n s e r v a t i o n .  S e e  B o u l d i n g ,  " T h e  G r e a t  S o c i e t y  i n  a S m a l l  
W o r l d - - D a r a p e n i n g  R e f l e c t i o n s  f r o m  t h e  D i s m a l  S c i e n c e , "  i n  A G r e a t  
S o c i e t y ? e d .  b y  G r o s s ,  p .  J 2 0 .
“ I b i d .  Some h a v e  s u g g e s t e d  r e n a m i n g  t h e  GNP a s  G r o s s  
N a t i o n a l  P o l l u t i o n ,  a n d  B o u l d i n g  p r o p o s e d  t h a t  i t  be  c h a n g e d  t o  
G r o s s  N a t i o n a l  C o s t .  S e e  G u r l e y ,  "The  S t a t e  o f  P o l i t i c a l  
E c o n o m i c s , "  p p .  o O - o l .
t o  be  r e p l a c e d  by  w h a t  h a s  b e e n  c a l l e d  " t h e  s t a t i o n a r y - s t a t e , ” 
i n  w h i c h  d i s t r i b u t i o n ,  a n d  n o t  p r o d u c t i o n ,  w o u l d  be  t h e  c e n t r a l  
t h e m e .  S u c h  a " s t a t i o n a r y - s t a t e  w o u ld  make f e w e r  d e m a n d s  on o u r  
e n v i r o n m e n t a l  r e s o u r c e s ,  b u t  much g r e a t e r  d e m a n d s  on o u r  m o r a l  
r e s o u r c e s . " *
As i n  a l l  s p a c e s h i p s ,  s u s t a i n e d  l i f e  r e q u i r e s  t h a t  a 
m e t i c u l o u s  b a l a n c e  be  m a i n t a i n e d  b e t w e e n  t h e  l i f e -  
s u p p o r t  c a p a b i l i t y  o f  t h e  v e h i c l e  a n d  t h e  d e m a n d s  
made b y  t h e  i n h a b i t a n t s  o f  t h e  c r a f t .  U n t i l  q u i t e  
r e c e n t l y ,  t h o s e  d e m a n d s  h a v e  b e e n  w e l l  w i t h i n  t h e  
c a p a b i l i t y  o f  t h e  s h i p ,  b o t h  i n  t e r m s  o f  i t s  a b i l i t y  
t o  s u p p l y  t h e  p h y s i c a l  a n d  c h e m i c a l  r e q u i r e m e n t s  f o r  
c o n t i n u e d  e x i s t e n c e  and  t o  a b s o r b  t h e  w a s t e  p r o d u c t s  
o f  t h e  v o y a g e r s .  . . .  I t  i s  o n l y  i n  o u r  t i m e  t h a t  
we a r e  r e a c h i n g  t h e  c e i l i n g  o f  e a r t h l y  c a r r y i n g  
c a p a c i t y ,  n o t  on a l o c a l  b u t  on a g l o b a l  b a s i s .
I n d e e d  . . .  we a r e  w e l l  p a s t  t h a t  c a p a c i t y ,  p r o v i d e d  
t h a t  t h e  l e v e l  o f  r e s o u r c e  i n t a k e  a n d  w a s t e  o u t p u t  
r e p r e s e n t e d  b y  t h e  a v e r a g e  A m e r i c a n  or  E u r o p e a n  i s  
t a k e n  a s  a s t a n d a r d  t o  be  a c h i e v e d  b y  a l l  h u m a n i t y .
To p u t  i t  b l u n t l y ,  i f  we t a k e  a s  t h e  p r i c e  o f  a f i r s t -  
c l a s s  t i c k e t  t h e  r e s o u r c e  r e q u i r e m e n t s  o f  t h o s e  p a s ­
s e n g e r s  who t r a v e l  i n  t h e  n o r t h e r n  h e m i s p h e r e  o f  
t h e  s p a c e s h i p ,  we h a v e  now r e a c h e d  a p o i n t  a t  w h i c h  
t h e  s t e e r a g e  i s  c o n d em n ed  t o  l i v e  f o r e v e r — o r  a t  
l e a s t  w i t h i n  t h e  h o r i z o n  o f  t h e  t e c h n o l o g y  p r e s e n t l y  
v i s i b l e - - a t  a s e c o n d - c l a s s  l e v e l ;  o r  a t  w h i c h  a c o n ­
s i d e r a b l e  c h a n g e  i n  l i v i n g  h a b i t s  m u s t  b e  i m p o s e d  on 
f i r s t  c l a s s  i f  t h e  s h i p  i s  e v e r  t o  b e  c o n v e r t e d  t o  
a o n e - c l a s s  c r u i s e . ^
^Herman E .  D a l y ,  " T o w a rd  a S t a t i o n a r y - S t a t e  E c o n o m y ,"  i n  
The P a t i e n t  E a r t h ,  e d .  b y  J o h n  H a r t e  a n d  R o b e r t  S o c o l o w  (New Y o r k :  
H o l t ,  R i n e h a r t ,  a n d  W i n s t o n ,  1 9 7 1 ) ,  p p .  2 3 6 - 2 3 7 .  H o w e v e r ,  i t  
s h o u l d  be  n o t e d  h e r e  t h a t  t h i s  s t a t i o n a r y  s t a t e  may be  r a r e l y  
a c h i e v a b l e .  I f  i t  c a n  be  a r g u e d  t h a t  t h e  p r e s e n t  p e r i o d  o f  human 
h i s t o r y  i s  a g r e a t  r a r i t y  w i t h  i t s  u n p r e c e d e n t e d  m u t a t i o n ,  c h a n g e ,  
a n d  p a t h o l o g i c a l  g r o w t h ,  i t  c a n  a l s o  be  a r g u e d  t h a t  t h e  s t a t i o n a r y  
s t a t e  i s  a l m o s t  e q u a l l y  r a r e .  S e e  K e n n e t h  E .  B o u l d i n g ,  "The  
G o s p e l  o f  S t .  M a l t h u s , "  r e v i e w  o f  E x p l o r i n g  New E t h i c s  f o r  S u r v i -  
v a 1,  by  G a r r e t t  H a r d i n ,  i n  The New R e p u b l i c ,  S e p t e m b e r  9 ,  1 9 7 2 ,  
p .  2 5 .  A l s o ,  s e e  Herman  E .  D a l y ,  "The  C a n a r y  Has F a l l e n  S i l e n t , "  
New Y o rk  T i m e s ,  O c t o b e r  14 ,  1 9 7 0 ,  p .  4 3 .
^ R o b e r t  L .  H e i l b r o n e r ,  " E c o l o g i c a l  A r m a g e d d o n , "  r e v i e w  o f  
P o p u l a t i o n ,  R e s o u r c e s ,  E n v i r o n m e n t ,  b y  P a u l  E h r l i c h  a n d  Anne E h r l i c h
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T h i s  c e r t a i n l y  d o e s  n o t  mean t h a t  we c a n n o t  h a v e  a n  a f ­
f l u e n t  s o c i e t y ,  t h a t  i s ,  i f  b y  a f f l u e n c e  we mean good  h e a l t h ,  
c r e a t i v e  a c t i v i t y ,  b e a u t i f u l  s u r r o u n d i n g s ,  l o v e ,  j o y ,  a r t ,  a n d  
s o  o n .  R a t h e r ,
t h i s  a f f l u e n c e  . . . w i l l  h a v e  t o  be  c o m b i n e d  w i t h  a 
c u r i o u s  p a r s i m o n y .  F a r  f r o m  s c a r c i t y ' s  d i s a p p e a r i n g ,  
i t  w i l l  be  t h e  m o s t  d o m i n a n t  a s p e c t  o f  t h e  s o c i e t y .
E v e r y  g r a i n  o f  s a n d  w i l l  h a v e  t o  b e  t r e a s u r e d ,  a n d  
t h e  w a s t e  a n d  p r o f l i g a c y  o f  o u r  own d a y  w i l l  s e e m  s o  
h o r r i b l e  t h a t  o u r  d e s c e n d a n t s  w i l l  h a r d l y  be  a b l e  t o  
b e a r  t o  t h i n k  a b o u t  u s ,  f o r  we w i l l  a p p e a r  a s  m on­
s t e r s  i n  t h e i r  e y e s . *
B. I n a d e q u a c y  o f  Our  P r e s e n t  I n s t i t u t i o n s  
The g e r m a n e  i s s u e  h e r e  i s  w h e t h e r  t h e  i n s t i t u t i o n s  a r o u n d  
w h i c h  t h e  i n d u s t r i a l  s o c i e t y  i s  o r g a n i z e d  w o u l d  s u r v i v e  a n y  l o n g e r  
i n  t h e  p o s t - i n d u s t r i a l  s o c i e t y  o f  t h e  s p a c e s h i p  e a r t h .  F u r t h e r ­
m o r e ,  w h a t  k i n d  o f  s o c i a l  a n d  e c o n o m i c  i n s t i t u t i o n s  w o u l d  i t  t a k e  
t o  o r g a n i z e  t h e  l i f e  i n  a p o s t - i n d u s t r i a 1 s o c i e t y ?  Can t h e  s y s t e m  
o f  p r i v a t e  p r o p e r t y ,  w i d e  f r e e d o m  o f  c h o i c e  o f  l o c a t i o n  a n d  o c c u ­
p a t i o n ,  r e a s o n a b l y  f l u i d  m a r k e t  s y s t e m ,  a n d  t h e  l i k e ,  w h i c h  we h a v e  
l o n g  t a k e n  f o r  g r a n t e d  a s  p r i n c i p a l  c h a r a c t e r i s t i c s  o f  a c a p i t a l i s ­
t i c  i n d u s t r i a l  o r d e r ,  r e m a i n  w i t h  u s  i n  a s p a c e s h i p  e c o n o m y ?  The 
i n s t i t u t i o n  o f  t h e  m a r k e t  a n d  i t s  p r i c e  m e c h a n i s m  w h i c h  h a v e  p r o ­
v i d e d  u s  t h e  r e l a t i v e  l u x u r y  o f  r e c o n c i l i n g  o u r  p e r s o n a l  f r e e d o m  
w i t h  s o c i a l  c o n t r o l  may h a v e  r e a c h e d  t h e i r  l i m i t s .  A l o n g  w i t h
i n  The  New Y o rk  Re v ie w  o f  B o o k s ,  A p r i l  2 3 ,  1 9 7 0 ,  p .  3 .  The  a b o v e  
p a s s a g e  i s  a p a r a p h r a s e  b y  H e i l b r o n e r  o f  t h e  E h r l i c h s *  a r g u m e n t .
^ B o u l d i n g ,  "The G r e a t  S o c i e t y  i n  a S m a l l  W o r l d , "  p .  2 2 4 .
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o t h e r  s o c i a l ,  e c o n o m i c ,  a n d  r e l i g i o u s  i n s t i t u t i o n s ,  t h e y  w e r e  d e ­
v i s e d  i n  a w o r l d  w h i c h  was  q u i t e  u n l i k e  o u r s  a n d ,  i n d e e d ,  t h e y  
may be  q u i t e  i n a d e q u a t e  t o  o r g a n i z e  l i f e  on a c l o s e d  s p a c e s h i p  
e a r t h . *
I t  s h o u l d  a l s o  b e  p o i n t e d  o u t  t h a t  t h e r e  i s  n o  p a n a c e a  
i n  a t i g h t l y  c o n t r o l l e d  p l a n n i n g  s y s t e m ,  e i t h e r ,  a s  e x e m p l i f i e d  
i n  t h e  p e r f o r m a n c e  o f  t h e  s o c i a l i s t  s o c i e t i e s  i n  t h e  p a s t  f i f t y  
y e a r s .  T h e i r  p e r f o r m a n c e  h a s  r e v e a l e d  t h a t  w hen  c o n s i d e r i n g  t h e  
d i s e c o n o m i e s  o f  s c a l e ,  i n f l e x i b l e  h i e r a r c h i e s ,  d i s t o r t i o n  o f  t h e  
r e w a r d  s y s t e m ,  a n d  o t h e r  d e f e c t s ,  t h e  c a p i t a l i s t  s o c i e t i e s  o p e r a t ­
i n g  u n d e r  a l o o s e  m a r k e t  f r a m e w o r k  a n d  t h e  c e n t r a l l y  p l a n n e d  
s o c i a l i s t  s o c i e t i e s  h a v e  much i n  common. Above a l l ,  w hen  i t  comes  
t o  t h e  p o l l u t i o n  o f  t h e  e n v i r o n m e n t  a n d  t h e  e x h a u s t i o n  o f  r e s o u r c e s  
" t h e  p r e s s u r e s  o f  a P l a n  a r e  j u s t  a s  h a r d  on t h e  e n v i r o n m e n t  a s  t h e  
p r e s s u r e s  o f  t h e  m a r k e t . " * 2
K e n n e t h  E .  B o u l d i n g ,  " T o w a rd  a T w e n t y - F i r s t  C e n t u r y  
P o l i t i c s , "  The C o l o r a d o  Q u a r t e r l y ,  XXI ( S p r i n g ,  1 9 7 2 ) ,  3 7 .  T h i s  
th e m e  o f  i n s t i t u t i o n a l  c h a n g e  was  a i r e d  r e c e n t l y  a t  a s y m p o s iu m  
h e l d  t o  com m em ora te  t h e  2 5 0 t h  a n n i v e r s a r y  o f  Adam S m i t h ,  t h e  
f a t h e r  o f  t h e  " i n v i s i b l e  h a n d  t h e o r y . "  A c c o r d i n g  t o  t h i s  g r e a t  
l a i s s e z - f a i r e  e c o n o m i s t ,  men f r e e l y  p u r s u i n g  t h e i r  own e c o n o m i c  
g a i n  a r e  l e d  by  a n  i n v i s i b l e  h a n d  t o  i n c r e a s e  t h e  w e a l t h  o f  n a t i o n s  
G o v e r n m e n t  i n t e r v e n t i o n ,  h e  a r g u e d ,  o n l y  gums u p  t h e  w o r k s  t o  t h e  
r e s t r i c t i o n  o f  t h e  g e n e r a l  g o o d .  Now, tw o  c e n t u r i e s  l a t e r ,  t h i s  
was t o o  much e v e n  f o r  A r t h u r  B u r n s ,  o n c e  a b e l i e v e r  i n  S m i t h ' s  
t h e o r i e s  a n d  c u r r e n t l y  t h e  c h a i r m a n  o f  t h e  F e d e r a l  R e s e r v e  B o a r d ,  
who f o u n d  i t  n e c e s s a r y  t o  r e v i s e  h i s  i d e a s  a b o u t  t h e  p r o p e r  r o l e  
o f  t h e  g o v e r n m e n t  i n  s p e c i f i c  e c o n o m i c  m a t t e r s .  He c o m m e n te d ,  
" E x p e r i e n c e  i s  a d e m a n d i n g  t e a c h e r ,  a n d  ray r e s p e c t  f o r  i t  h a s  l e d  
me a t  t i m e s  t o  f a v o r  g o v e r n m e n t a l  a c t i o n s  t h a t  I  a b h o r r e d  i n  my 
y o u t h . "  S e e  "An E c o n o m ic  Mecca i n  S c o t l a n d :  The Hometown o f
Adam S m i t h , "  New Y o rk  T i m e s ,  J u n e  7 ,  1 9 7 3 ,  p .  7 7 ;  a n d  N e i l  Ulraan,  
" B r i n g i n g  B a c k  Adam S m i t h  J u s t  f o r  a D a y , "  W a l l  S t r e e t  J o u r n a 1,
J u n e  8 ,  1 9 7 3 ,  p .  8 .
“̂ B o u l d i n g ,  " T o w a rd  a T w e n t y - F i r s t  C e n t u r y  P o l i t i c s , "  p .
3 1 4 .
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C .  D u a l i t y  o f  t h e  T e c h n o l o g i c a l  D e v e l o p m e n t  
No o t h e r  r e v o l u t i o n  c r e a t e d  a s  much r a d i c a l  c h a n g e  i n  
m a n ' s  way o f  l i f e  a s  t h e  c o n t e m p o r a r y  t e c h n o l o g i c a l  r e v o l u t i o n .  
E r u p t i n g  i n  a l l  c o n c e i v a b l e  d i m e n s  i o n s - - e c o n o m i c ,  s o c i a l ,  e t c . - -  
i t  i s  p e r h a p s  " t h e  m o s t  r e v o l u t i o n a r y  c h a n g e  t h a t  man h a s  e v e r  
l i v e d  i n . " *  U n l i k e  t h e  i n d u s t r i a l  r e v o l u t i o n  t h a t  s h o o k  E u r o p e  
a n d  t h e  w o r l d  more  t h a n  a c e n t u r y  a g o ,  t h e  m o d e rn  p o s t - i n d u s t r i a 1 
r e v o l u t i o n  i s  n o t  t e r r i t o r i a l ,  b u t  s p a t i o t e r a p o r a 1 . ^  The i n d u s t r i a l  
r e v o l u t i o n  was  t e r r i t o r i a l l y  c o n f i n e d ,  a n d  i t  o n l y  g r a d u a l l y  s p i l l e d  
o v e r  t o  a f f e c t  o t h e r  s o c i e t i e s .  I n  c o n t r a s t ,  t h e  m o d e rn  t e c h n o l o g i ­
c a l  r e v o l u t i o n  h a s  r a p i d l y  c r e a t e d  a common w o r l d  c i v i l i z a t i o n .
I n  t h e  W e s t ,  w h e r e  i t  g r e w  o u t  o f  t h e  i n d i g e n o u s  c u l t u r e ,  i t  h a s  
c h a l l e n g e d  a n d  o v e r t h r o w n  d e e p l y  r o o t e d  s o c i a l  a n d  p o l i t i c a l  i n ­
s t i t u t i o n s .  I n  t h e  E a s t ,  i t  i s  c o n t i n u a l l y  c o r r o d i n g  a n d  d i s s o l v ­
i n g  h i s t o r y ,  t r a d i t i o n ,  c u l t u r e ,  a n d  v a l u e s ,  no  m a t t e r  how o l d ,
q
how h i g h l y  d e v e l o p e d ,  o r  hew d e e p l y  c h e r i s h e d  a n d  l o v e d .
^ W a l t e r  L i p p m a n n ,  a s  q u o t e d  by  TRB, "F rom W a s h i n g t o n , "
The  New R e p u b l i c ,  N ovember  1 3 ,  1 9 7 2 ,  p .  8 .
“ B r z e z i n s k i ,  B e t w e e n  Two A g e s ,  p p .  1 0 0 - 1 0 8 .
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F o r  e x a m p l e ,  w h e r e v e r  t e c h n o l o g y  h a s  moved m ,  i t  h a s  h a d  
a n  i m p a c t  on t h e  p o s i t i o n  o f  women i n  s o c i e t y ,  on w o rk  a n d  t h e  
w o r k e r ,  on e d u c a t i o n  a n d  s o c i a l  m o b i l i t y ,  a n d  on w e l f a r e  a n d  w a r ­
f a r e .  S e e  D r u c k e r ,  T e c h n o l o g y ,  M anagem en t  S o c i e t y ,  p p .  7 5 - 9 2 ,  
1 7 7 - 1 9 0 .  On t h i s ,  t h e  s t o r y  o f  J a p a n ' s  w e s t e r n i z a t i o n  b e g i n n i n g  
i n  I 807 a n d  h e r  e m e r g e n c e  a s  a m o d e rn  n a t i o n  i n  t h e  C h i n e s e  w a r  o f  
1394  i s  t h e  c l a s s i c ,  and  t h e  e a r l i e s t ,  e x a m p l e .  S e e  W i l l i a m  L o c k ­
wood ,  The  E c o n o m ic  D e v e l o p m e n t  o f  J a p a n ,  1 8 b 8 - 1 9 3 8  ( P r i n c e t o n ,
N. J . :  P r i n c e t o n  U n i v e r s i t y  P r e s s ,  1 9 5 4 ) .  F o r  a n  a c c o u n t  o f  how
t h e  c e n t u r i e s - o l d  m e t h o d s  o f  t h e  E a s t  g i v e  way t o  m ode rn  t e c h n o l o ­
g y ,  s e e  a l s o  M a r g a r e t  M ead ,  e d . ,  C u l t u r a 1 P a t t e r n s  a n d  T e c h n i c a 1 
C h a n g e ,  Â  Manua 1 P r e p a r e d  by  t h e  W o r Id  F e d e r a t i o n  f o r  M en ta  1 Hea 1 t h ,  
The  T e n s i o n s  a n d  T e c h n o l o g y  S e r i e s  (New Y o rk :  New A m e r i c a n  L i ­
b r a r y ,  1 9 5 5 ) .
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A l t h o u g h  t h e  w o r l d  i s  on t h e  e v e  o f  a t r a n s f o r m a t i o n  
m ore  d r a m a t i c  i n  i t s  h i s t o r i c  a n d  human c o n s e q u e n c e s  t h a n  t h a t  
w r o u g h t  e i t h e r  b y  t h e  F r e n c h  or  t h e  B o l s h e v i k  r e v o l u t i o n s ,  t h e  
s o c i a l  r e v o l u t i o n  now t a k i n g  p l a c e ,  e s p e c i a l l y  i n  A m e r i c a ,  i s  
n o t  p r o c l a i m e d  by  a n y  v i c t o r i o u s  r e v o l u t i o n a r i e s .  I t  i s  s i m p l y  
h a p p e n i n g  v e r y  q u i e t l y .  More t h a n  a r e v o l u t i o n  i n  t h e  c o n v e n ­
t i o n a l  s e n s e ,  i t  i s  a n o v e l  m e t a m o r p h i c  p h a s e  i n  human h i s t o r y .  
U n d e r  t h e  m u f f l e d  m e t a m o r p h o s i s  o f  t h e  t e c h n o l o g i c a l  r e v o l u t i o n ,  
a l l  t h e  h i g h l y  i n d u s t r i a l i z e d  c o u n t r i e s  a r e  now m ov in g  i n t o  t h e  
f i r s t  s t a g e s  o f  p o s t - i n d u s t r i a l i s m .  The U n i t e d  S t a t e s  i n  p a r ­
t i c u l a r  h a s  becom e " a  t r a n s i t i o n a l  s o c i e t y  u n d e r g o i n g  a p r o f o u n d  
a n d  p a i n f u l  s o c i a l  t r a n s f o r m a t i o n . " ^
I f  t h e  m o s t  o b v i o u s  a s p e c t  o f  t h i s  r e v o l u t i o n a r y  t r a n s ­
f o r m a t i o n  i s  a s c i e n c e - b a s e d  t e c h n o l o g y ,  s o m e w h a t  l e s s  o b v i o u s  
i s  t h e  u n e v e n n e s s  o f  t h e  t e c h n o l o g i c a l  c h a n g e .  The  c o n t e m p o r a r y  
A m e r i c a n  s o c i e t y  i s  now b e g i n n i n g  t o  b e  s h a p e d  by  t h e  i m p a c t  o f  
t h i s  t e c h n o l o g y ,  p a r t i c u l a r i y  by  c o m p u t e r s  a n d  t e l e c o m m u n i c a t i o n s .  
I t s  i n d u s t r i a l  p r o c e s s  i s  n o  l o n g e r  t h e  p r i n c i p a l  d e t e r m i n a n t  o f  
s o c i a l  c h a n g e ,  a l t e r i n g  t h e  m o r e s ,  t h e  s o c i a l  s t r u c t u r e ,  a n d  t h e
B e r t r a m  M. G r o s s ,  "Some Q u e s t i o n s  f o r  P r e s i d e n t s , "  i n  
A G r e a t  S o c i e t y ? e d .  b y  G r o s s ,  p .  3 1 5 .  F u r t h e r m o r e ,  v i e w i n g  f r o m  
a l o n g e r  p e r s p e c t i v e ,  B r z e z i n s k i  n o t e s  t h a t  b o t h  t h e  B o l s h e v i k  
a n d  F r e n c h  r e v o l u t i o n s  m e r e l y  s c r a t c h e d  t h e  s u r f a c e  o f  t h e  human 
c o n d i t i o n .  The c h a n g e s  t h e y  p r e c i p i t a t e d  i n v o l v e d  a l t e r a t i o n s  
i n  t h e  d i s t r i b u t i o n  o f  p o w e r  a n d  p r o p e r t y  w i t h i n  s o c i e t y ;  t h e y  
d i d  n o t  a f f e c t  t h e  e s s e n c e  o f  i n d i v i d u a l  a n d  s o c i a l  e x i s t e n c e .
He c o n t e n d s  t h a t  l i f e - - p e r s o n a 1 a n d  o r g a n i z e d — c o n t i n u e d  much a s  
b e f o r e ,  e v e n  t h o u g h  some o f  i t s  e x t e r n a l  p o l i t i c a l  f o r m s  w e r e  
s u b s t a n t i a l l y  a l t e r e d .  S e e  Z b i g n e w  B r z e z i n s k i ,  " A m e r i c a  i n  t h e  
T e c h n e t r o n i c  A ge :  New Q u e s t i o n s  o f  Our T i m e , "  E n c o u n t e r ,
J a n u a r y ,  1908 ,  p p .  1 0 - 2 0 .
2 3 4
v a l u e s  o f  s o c i e t y ,  a s  i n  t h e  p a s t . 1
T h u s ,  i f  i n  t h e  a r e a  o f  " m o b i l e t i c s " — t h a t  i s ,  t h e  m o v e ­
m e n t  o f  i n f o r m a t i o n ,  t h i n g s ,  a n d  e n e r g y  o v e r  s p a c e  a n d  t i m e - - t h e  
U n i t e d  S t a t e s  h a s  a d a z z l i n g  a r r a y  o f  t e l e s t a r s ,  c o m p u t e r s ,  s u p e r ­
s o n i c  a i r p l a n e s ,  a n d  e l e c t r i c  po w er  g r i d s ,  i n  t h e  a r e a s  o f  c o n ­
s t r u c t i o n ,  c i t y  p l a n n i n g ,  t r a f f i c  s a f e t y ,  i n t e g r a t e d  t r a n s p o r t a ­
t i o n ,  p r e v e n t i o n  o f  a i r  a n d  w a t e r  p o l l u t i o n ,  p e d a g o g y ,  n u t r i t i o n ,  
p e n o l o g y ,  m e n t a l  i l l n e s s ,  a n d  s o c i a l  s t a t i s t i c s ,  h e r  c u r r e n t
t e c h n o l o g i e s  a r e  u n b e l i e v a b l y  b a c k w a r d ,  p o v e r t y - s t r i c k e n ,  a n d
. 2 m y o p i c .
As t h e s e  " m o b i l e t i c s "  a n d  t h e  f u n c t i o n s  o f  t h e  s p a c e -  
m i l i t a r y  s e c t o r  a b s o r b  a n  e n o r m o u s  p r o p o r t i o n  o f  o u r  i n t e l l e c t u a l ,  
r e s e a r c h ,  e n g i n e e r i n g ,  a n d  g r o w t h  r e s o u r c e s ,  t h e  c i v i l i a n  p o r t i o n
3
o f  t h e  econom y  h a s  b e e n  s e v e r e l y  a f f e c t e d  by  t h e  l a c k  o f  r e s o u r c e s .
1B r z e z i n s k i ,  " A m e r i c a  i n  t h e  T e c h n e t r o n i c  A g e , "  p p .  l b - 2 2 .
^ G r o s s ,  "Some Q u e s t i o n s  f o r  P r e s i d e n t s , "  p p .  3 1 2 - 3 1 8 .  
F u r t h e r ,  a s  B o u l d i n g  o b s e r v e s ,  t h e  r e l a t i o n s  b e t w e e n  t h e  w o r l d  
s u p e r c u l t u r e  p r o d u c e d  b y  t h e  n e t w o r k  o f  e l e c t r o n i c  c o m m u n i c a t i o n  
a n d  t h e  more  t r a d i t i o n a l  n a t i o n a l  a n d  r e g i o n a l  c u l t u r e s  o f  t h e  p a s t  
p r o v i d e  t h e  g r e a t  q u e s t i o n  m a rk  o f  t h e  n e x t  f i f t y  y e a r s .  S e e  
K e n n e t h  E .  B o u l d i n g ,  " E x p e c t i n g  t h e  U n e x p e c t e d :  The U n c e r t a i n
F u t u r e  o f  K n o w led g e  and  T e c h n o l o g y , "  i n  P r o s p e c t i v e  C h a n g e s  i n  
S o c i e t y  b y  1 9 8 0 .  e d .  b y  E d g a r  L .  M o r p h e t  a n d  C h a r l e s  O .  R yan  (New 
Y o r k :  C i t a t i o n  P r e s s ,  1 9 b 7 ) ,  p p .  1 9 9 - 2 1 5 .  R e a d i n g  a b o u t  t h i s  d i -
c h o t o m o u s  a s p e c t  o f  m a n ' s  t e c h n o l o g i c a l  a c c o m p l i s h m e n t s ,  one  i s  
r e m i n d e d  o f  t h e  b r i l l i a n t  o r a t i o n  o f  t h e  D e v i l  i n  S h a w ' s  Man a n d  
S u p e r m a n ,  w h e r e  t h e  s o b e r i n g  s u g g e s t i o n  i s  made t h a t  t h i s  h a s  a l ­
w ays  b e e n  t h e  c a s e .  S e e  B e r n a r d  S h aw ,  F o u r  P l a y s  b y  B e r n a r d  Shaw 
(New Y o r k :  W a s h i n g t o n  S q u a r e  P r e s s ,  1 9 b 5 ) ,  p p .  3 8 0 - 3 8 2 .
3
F o r  e x a m p l e ,  Melman e s t i m a t e s  t h a t  some t o  p e r  c e n t  o f  
t h e  t o t a l  r e s e a r c h  a n d  d e v e l o p m e n t  e f f o r t  i s  c h a n n e l e d  i n t o  s p a c e -  
m i l i t a r y  o p e r a t i o n s .  S e e  S e y m o u r  M elm an ,  Our  D e p l e t e d  S o c i e t y  
(New Y o r k :  H o l t ,  R i n e h a r t  a n d  W i n s t o n ,  1 9 b 5 ) ,  p p .  1 3 - 4 7 .  The
t e c h n o l o g i e s  1 d e v e l o p m e n t  o f  t h e  c i v i l i a n  s e c t o r  o f  t h e  econom y
T h i s  w i d e s p r e a d  t e c h n o l o g i c a l  m a l a i s e  h a s  c r e a t e d  a d u a l  s o c i e t y ,  
a n d  w i t h i n  i t  a d u a l  e c o n o m y ,  w h e r e  one p a r t  l i v e s  i n  t h e  r a p i d l y -  
m o v i n g  w o r l d  o f  s c i e n c e - b a s e d  p o s t - i n d u s t r i a l  t e c h n o l o g y ,  a n d  t h e  
o t h e r  i n  a n  u n d e r d e v e l o p e d  r e a l m  o f  h u m a n ,  t e c h n o l o g i c a l ,  a n d  
s c i e n t i f i c  b a c k w a r d n e s s . ^ -
F o l l o w i n g  i s  a sum m a ry  o f  r e c e n t  c h a n g e s  i n  t h e  s t r u c t u r e  
a n d  p e r f o r m a n c e  o f  t h e  A m e r i c a n  s o c i e t y . * ^  B e c a u s e  o f  t h e  d u a l i t y  
o f  t h e  t e c h n o l o g i c a l  d e v e l o p m e n t ,  t h e s e  c h a n g e s  a l s o  h a v e  b e e n  
t a k i n g  p l a c e  a t  u n e v e n ,  v a r y i n g ,  a n d ,  i n  some c a s e s ,  u n p r e c e d e n t e d
c a n n o t  be  a d e q u a t e l y  a c c o m p l i s h e d  b e c a u s e  t h e  r e s o u r c e s  a r e  d e v o t e d  
t o  w h a t  some c a l l  t h e  " r e l a t i v e l y  s t e r i l e  a c t i v i t i e s  o f  t h e  s p a c e -  
m i l i t a r y  c o m p l e x . "  T h i s  a s s e r t i o n  i s  u s u a l l y  a r g u e d  a g a i n s t  b y  
s t a t i n g  t h a t  t h e r e  a r e  i n  f a c t  c o n s i d e r a b l e  s p i l l o v e r s  f r o m  t h e  
s p a c e - m i l i t a r y  i n d u s t r y  i n t o  t h e  c i v i l i a n  e c o n o m y .  B o u l d i n g  n o t e s  
t h a t  t h i s  may h a v e  h a d  some t r u t h  t o  i t ,  a s  e x e m p l i f i e d  b y  t h e  a d ­
v a n c e d  c i v i l i a n  j e t  a i r c r a f t s .  H o w e v e r ,  he  w a r n s ,  t h e s e  s p i l l o v e r s  
a r e  d e c l i n i n g ,  m a i n l y  b e c a u s e  t h e  s p a c e - m i l i t a r y  c o m p l e x  i s  now a t  
l e a s t  a w h o l e  t e c h n o l o g i c a l  g e n e r a t i o n  a h e a d  o f  t h e  c i v i l i a n  e c o n ­
omy. F u r t h e r m o r e ,  t h i s  t e c h n o l o g i c a l  c h a s m  b e t w e e n  tw o  s e c t o r s  
e f f e c t i v e l y  p r e v e n t s  t h e  t r a n s f e r  a n d  s p i l l o v e r  b e n e f i t s .  A r e ­
c e n t  s t u d y  o f  t h e  D e n v e r  R e s e a r c h  I n s t i t u t e ,  f o r  i n s t a n c e ,  s u g ­
g e s t e d  t h a t  t h e  s p i l l o v e r  e f f e c t s  f r o m  t h e  s p a c e - m i l i t a r y  o p e r a t i o n  
i n  C o l o r a d o  i n t o  t h e  c i v i l i a n  eco n o m y  w e r e  v e r y  s m a l l .  S e e  
B o u l d i n g ,  " T h e  G r e a t  S o c i e t y  i n  a S m a l l  W o r l d , "  p p .  2 1 5 - 2 1 0 ;  a n d  
M elm an ,  O ur  D e p l e t e d  S o c i e t y ,  p p .  1 1 4 - 1 3 0 ,  2 4 0 - 2 4 9 .
*See  G r o s s ,  "Some Q u e s t i o n s  f o r  P r e s i d e n t s , "  p p .  3 1 5 - 3 1 7 ;  
a n d  B o u l d i n g ,  "T h e  G r e a t  S o c i e t y  i n  a S m a l l  W o r l d , "  p p .  2 1 5 - 2 1 7 .
^ T h i s  d i s c u s s i o n  o f  c h a n g e s  h a s  b e e n  d e v e l o p e d  l a r g e l y  
w i t h  t h e  h e l p  o f  t h e  p a p e r s  c o l l e c t e d  i n  Â  G r e a t  S o c i e t y ? e d .  b y  
G r o s s .  O f  p a r t i c u l a r  i m p o r t a n c e  a r e  t h e  f o l l o w i n g  u p o n  w h i c h  I  
h a v e  r e l i e d :  B e r t r a m  M. G r o s s  a n d  M i c h a e l  M a r i e n ,  " T h e  P r e s i d e n t ' s
Q u e s t i o n s —And Some A n s w e r s , "  p p .  3 - 3 1 ;  R o b i n  M. W i l l i a m s ,  J r . ,
"A M ode l  o f  S o c i e t y - - T h e  A m e r i c a n  C a s e , "  p p .  3 2 - 5 0 ;  D a n i e l  B e l l ,  
"T he  A d e q u a c y  o f  Our C o n c e p t s , "  p p .  1 2 7 - 1 0 4 ;  P e t e r  F .  D r u c k e r ,
"New P o l i t i c a l  A l i g n m e n t  i n  t h e  G r e a t  S o c i e t y , "  p p .  I 02 - IB O ;
K e n n e t h  E .  B o u l d i n g ,  "The  G r e a t  S o c i e t y  i n  a S m a l l  W o r l d —D am pen­
i n g  R e f l e c t i o n s  f r o m  t h e  D i s m a l  S c i e n c e , "  p p .  2 0 9 - 2 2 0 ;  a n d  
B e r t r a m  M. G r o s s ,  "Some Q u e s t i o n s  f o r  P r e s i d e n t s , "  p p .  3 0 8 - 3 5 0 .
r a t e s .  F u r t h e r m o r e ,  t h e s e  c h a n g e s  
p r o g r e s s i v e  e m e r g e n c e  o f  a s o c i e t y  
t h e  i n d u s t r i a l  o n e  i n  a v a r i e t y  o f  
s o c i a l  a s p e c t s .
a l s o  p r o v i d e  e v i d e n c e  o f  t h e  
t h a t  i n c r e a s i n g l y  d i f f e r s  f r o m  
e c o n o m i c ,  p o l i t i c a l ,  a n d
D. From t h e  P r o d u c t i o n  o f  G oods  t o  t h e  
P r o v i s i o n  o f  S e r v i c e s
O wing  t o  t h e  u n u s u a l  b r e a k t h r o u g h  i n  a g r i c u l t u r a l  t e c h ­
n o l o g y  a n d  t h e  c o n s e q u e n t  p h e n o m e n a l  i n c r e a s e  i n  a g r i c u l t u r a l  
p r o d u c t i v i t y ,  t h e  m a j o r  s t r u c t u r a l  c h a n g e  i n  e m p l o y m e n t  f r o m  
a g r i c u l t u r e  t o  i n d u s t r y  was  i n e v i t a b l e . *  Now we h a v e  r e a c h e d  
a n o t h e r  t h r e s h o l d  o f  t h e  t e c h n o l o g i c a l  b r e a k t h r o u g h .  As a r e s u l t  
o f  a u t o m a t i o n  and  t h e  c y b e r n e t i c s  o f  t h e  p o s t - i n d u s t r i a l  s o c i e t y ,  
c o n v e n t i o n a l  m a n u f a c t u r i n g  a c t i v i t y  y i e l d s  t o  t h e  p r o d u c t i o n  o f  
s e r v i c e s . w
T h e  e m e r g e n c e  o f  a s e r v i c e  econom y r a i s e s  a q u e s t i o n  
a b o u t  e x i s t i n g  a c c o u n t i n g  t e c h n i q u e s  w h i c h  a r e  o r i e n t e d  t o  m e a s u r e  
t h e  p r o d u c t i v i t y  a n d  r a t e  o f  e c o n o m i c  g r o w t h  i n  t e r m s  o f  m a n u f a c ­
t u r i n g  p r o d u c t i o n  a n d  t h e  s i z e  o f  t h e  g r o s s  n a t i o n a l  p r o d u c t .  A 
r e o r i e n t a t i o n  o f  a c c o u n t i n g  t e c h n i q u e s  w i l l  h a v e  t o  b e  f o r m u l a t e d
* I n  c o n s e q u e n c e ,  o u r  p r o b l e m s  now c o r r e s p o n d  t o  t h o s e  o f  
a n  u r b a n  c i v i l i z a t i o n .  F o r  e x a m p l e ,  i n  1790  o n l y  t w e n t y - f o u r  
c i t i e s  i n  t h e  U n i t e d  S t a t e s  n u m b e r e d  more  t h a n  2 , 5 0 0 ,  a n d  t o ­
g e t h e r  t h e y  a c c o u n t e d  f o r  o n l y  o p e r  c e n t  o f  t h e  p o p u l a t i o n .  By 
1800  t h e  392 l a r g e s t  c i t i e s  h e l d  2 0  p e r  c e n t  o f  t h e  p o p u l a t i o n ;  
a n d  by  t h e  l a t e  1 9 5 0 ’ s ,  108  g r e a t  m e t r o p o l i t a n  a r e a s  f r o m  B o s t o n  
t h r o u g h  W a s h i n g t o n ,  D .  C .  c o n t a i n e d  0 0  p e r  c e n t  o f  t h e  n a t i o n ' s  
p e o p l e .  S e e  H e i l b r o n e r ,  The M ak in g  o f  E c o n o m ic  S o c i e t y ,  p .  1 0 5 .
“̂ V i c t o r  F u c h s ,  'T h e  F i r s t  S e r v i c e  E c o n o m y ,"  The  P u b l i c  
I n t e r e s t ,  W i n t e r ,  1 9 o o ,  p p .  7 - 1 7 .
t o  c o p e  w i t h  t h e  i n e v i t a b i l i t y  o f  a g r e a t e r  p r o p o r t i o n  o f  s e r ­
v i c e s  a s  c o n t r a s t e d  w i t h  t h e  p r e d o m i n a n c e  o f  g o o d s  i n  t h e  m a k i n g  
o f  t h e  g r o s s  n a t i o n a l  p r o d u c t .
U n l e s s  t h e  i n d u s t r i a l  s e c t o r ,  w h i c h  i s  now c o m p r i s e d  o f  
g i a n t  c o r p o r a t i o n s ,  i s  r e o r g a n i z e d  t o  a d e q u a t e l y  r e f l e c t  t h e  
c h a n g i n g  c o m p o s i t i o n  o f  t h e  g r o s s  n a t i o n a l  p r o d u c t ,  t h e  s e r v i c e  
s e c t o r  c a n n o t  r e a d i l y  d e v e l o p  a u n i f y i n g  s e n s e  o f  m i s s i o n .
C h a n g e s  w i l l  h a v e  t o  b e  made i n  t h e  n a t u r e  and  c h a r a c t e r  o f  t h e  
u n i t  o f  e n t e r p r i s e  a r o u n d  w h i c h  a g r e a t  d e a l  o f  t h e  s e r v i c e  s e c ­
t o r  i s  o r g a n i z e d .  A l s o ,  t h e  b a s i c  c h a n g e  i n  t h e  n a t u r e  o f  t h e  
w o r k  r e q u i r e d  i n  a s e r v i c e  econom y  w i l l  h a v e  t o  b e  a p p r e c i a t e d  
a n d  m e a s u r e d .
E .  From t h e  M e t r o p o l i s  t o  t h e  M e g a l o p o l i s
N e a r l y  7 , 0 0 0  y e a r s  a g o ,  t h e  f i r s t  t e c h n o l o g i c a l  r e v o l u ­
t i o n  o f  i r r i g a t i o n  p r o v i d e d  man w i t h  t h e  i n s t i t u t i o n  o f  c i t y  
g o v e r n m e n t . ^  S i n c e  t h e n  t h e  a d v a n c e s  i n  t r a n s p o r t a t i o n ,  f r o m  
t h e  n a t u r a l  w a t e r w a y s  a n d  c a n a l s  t o  t h e  r a i l r o a d s  a n d  s t e a m s h i p s ,  
s e r v i n g  a s  t h e  s t r a t e g i c  v a r i a b l e s ,  h a v e  d e t e r m i n e d  t h e  s c a l e s  o f  
u r b a n i z a t i o n .
S i n c e  W o r ld  War I ,  t h e  a d v a n c e  o f  t h e  i n t e r n a l  c o m b u s t i o n
■*-As D r u c k e r  n o t e s ,  t h e  f i r s t  g r e a t  c o d e  o f  l a w ,  t h a t  o f  
H a m m u ra b i ,  d e v e l o p e d  d u r i n g  t h e  f i r s t  t e c h n o l o g i c a l  r e v o l u t i o n ,  
w o u l d  s t i l l  b e  a p p l i c a b l e  t o  much o f  t h e  l e g a l  b u s i n e s s  o f  t h e  
m o d e r n  s o c i e t y .  S e e  D r u c k e r ,  T e c h n o l o g y ,  M anagem en t  ^  S o c i e t y ,  
p p .  1 1 7 - 1 2 1 ;  a n d  E .  A.  W a l l i s  B u d g e ,  B a b y l o n i a n  L i f e  a n d  H i s t o r y  
( 2 n d  e d . ; L o n d o n :  R e l i g i o u s  T r a c t  S o c i e t y ,  1 9 2 5 ) .
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e n g i n e  h a s  made i t  p o s s i b l e ,  t o  a n  e x t r a o r d i n a r y  e x t e n t ,  t o  i n ­
c r e a s e  a n d  d i f f u s e  t h e  p o w e r  w h i c h  i s  a b a s i c  r e q u i r e m e n t  o f  
m a t e r i a l  p r o g r e s s .  I n  s o  d o i n g ,  i t  n o t  o n l y  a d v a n c e d  t h e  p a c e  
o f  u r b a n i z a t i o n ,  b u t  i t  a l s o  c h a n g e d  t h e  c h a r a c t e r  o f  u r b a n i z a ­
t i o n .  W i t h  t h e  d e v e l o p m e n t  o f  t r u c k s  a n d  a u t o m o b i l e s ,  t h e  e n t i r e  
econom y was  l i t e r a l l y  m o b i l i z e d .  F o r  i t s  v e r y  f u n c t i o n i n g  i t  
was d e p e n d e n t  u p o n  t h e  e x i s t e n c e  o f  w h e e l e d ,  s e l f - p r o p e l l e d  t r a n s  
p o r t a t i o n ,  w h i c h  i s  a p r i n c i p a l  c a u s e  o f  t h e  m o d e r n  u r b a n  p h e ­
nomenon t h a t  c o m p r i s e s  t h e  c e n t r a l  c i t y ,  s u b u r b ,  a n d  m e t r o p o l i s  
w h e r e  h a l f  o f  a l l  A m e r i c a n s  l i v e . ^
As t h e  s u b u r b s  c o n t i n u e  e x p a n d i n g  t o  e s c a p e  f r o m  t h e  
c e n t r a l  c i t y ,  t h e  new u r b a n  c o m p l e x e s  h a v e  e m e r g e d  t o  f o r m  a 
s o c i a l  a n d  e c o n o m i c  u n i t  c a l l e d  t h e  m e g a l o p o l i s .  T h r e e  h uge  
m e g a l o p o l i t a n  a r e a s  a r o u n d  w h i c h  s e v e r a l  r e g i o n a l  m e t r o p o l i t a n  
a r e a s  h a v e  c l u s t e r e d  a r e  a l r e a d y  v i s i b l e :  on t h e  N o r t h e a s t  s e a ­
b o a r d  f r o m  B o s t o n  t o  W a s h i n g t o n ;  i n  t h e  G r e a t  L ake s  r e g i o n  a r o u n d  
L ake  M i c h i g a n ;  a n d  on t h e  W es t  c o a s t  f r o m  S a n  F r a n c i s c o  t o  S an  
J o s 4  a n d  f r o m  L os  A n g e l e s  t o  S a n  D i e g o . ^
The c o n v e n t i o n a l  g e o g r a p h i c a l  c o n c e p t s  o f  r e g i o n s  a s  w e l l  
a s  s t a t e  o r g a n i z a t i o n s  c o n s t r a i n e d  b y  s t a t e  b o u n d a r i e s  a r e
^ ■ H e i l b r o n e r ,  The M a k in g  o f  E c o n o m ic  S o c i e t y ,  p .  1 0 3 .  I t  
s h o u l d  be  n o t e d  t h a t  b e c a u s e  o f  t h e  e x i s t e n c e  o f  t h e  a u t o m o b i l e ,  
some 5 0 , 0 0 0  to w n s  m a nage  t o  f l o u r i s h  w i t h o u t  r a i l  o r  w a t e r  c o n n e c  
t i o n s .  By I 9 6 0 ,  s e v e n  o u t  o f  t e n  w o r k e r s  com muted  t o  w o r k ,  a n d  
o f  t h e  n a t i o n ' s  f r e i g h t  t o n n a g e ,  76 p e r  c e n t  i s  n o  l o n g e r  moved 
by  r a i l  b u t  b y  t r u c k .  I b i d . , p .  1 0 4 .
^ T h e s e  l a r g e  m e g a l o p o l i t a n  a r e a s  a r e  c o n v e r g i n g  i n t o  
t w e l v e  o r  s o  m e t r o p o l i t a n  c l u s t e r s  w h i c h  c o m p r i s e  a b o u t  40 p e r  
c e n t  o f  t h e  A m e r i c a n  p o p u l a t i o n .  S e e  G r o s s ,  "Some Q u e s t i o n s  f o r  
t h e  P r e s i d e n t s , "  p .  3 1 o .
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i n a d e q u a t e  a n d  d o  n o t  h a v e  t h e  e c o n o m i c ,  p o l i t i c a l ,  o r  s o c i a l  
s e n s e  t o  d e a l  w i t h  t h e  m o d e rn  u r b a n  p h e n o m e n o n .  The d e v e l o p m e n t  
o f  t h e  m e g a l o p o l i s  i n t e n s i f i e s  t h e  n e e d  t o  o r g a n i z e  t h e  common 
u s e  o f  w a t e r ,  l a n d ,  r e c r e a t i o n a l  r e s o u r c e s ,  a n d  t r a n s p o r t a t i o n  
s y s t e m s  f o r  l a r g e  a r e a s  t h a t  c u t  a c r o s s  t h e  b o u n d a r i e s  o f  e x i s t ­
i n g  s t a t e  a n d  l o c a l  g o v e r n m e n t s .  T h u s ,  t h e  f u n c t i o n a l  c o n c e p t s  
o f  r e g i o n s  w i l l  h a v e  t o  b e  a p p l i e d  f o r  o r g a n i z i n g  t h e  a d m i n i s t r a ­
t i v e  s t r u c t u r e s  a n d  t h e i r  a c c o u n t i n g  m e a s u r e m e n t  t e c h n i q u e s . ' * "
"The d e f i n i t i o n  o f  w h a t  i s  a r e g i o n  v a r i e s  n o t  on t h e  
b a s i s  o f  g e o g r a p h y  b u t  on t h e  f u n c t i o n  t o  b e  p e r f o r m e d . " " ^  To 
h a n d l e  t h e  v a s t  p r o b l e m s  o f  t h e  m e g a l o p o l i s ,  b o t h  t h e  a d m i n i s t r a ­
t i v e  s t r u c t u r e  a n d  t h e  a c c o u n t i n g  f r a m e w o r k  t h a t  p e r f o r m s  t h e  
i n f o r m a t i o n  f u n c t i o n  w o u l d  h a v e  t o  be  r e o r i e n t e d  i n  t e r m s  o f  a 
w a t e r  r e g i o n ,  a t r a n s p o r t a t i o n  r e g i o n ,  a n  e d u c a t i o n  r e g i o n ,  a n d  
t h e  l i k e ,  w h e r e  t h e r e  w o u ld  b e  d i f f e r e n t  o v e r l a y s  on t h e  map.
T h i s  r e g i o n a l  o v e r l a p p i n g  on t h e  n a p  a l s o  s u g g e s t s  a n  o v e r l a p p i n g  
n e t w o r k  o f  o r g a n i z a t i o n a l  c l u s t e r s .  The a d m i n i s t r a t i v e  s t r u c t u r e
^ F o r  e x a m p l e ,  a s  B e l l  n o t e s ,  t h e  e x i s t i n g  o r g a n i z a t i o n  o f  
f i f t y  s t a t e s  m akes  n o  e c o n o m i c ,  p o l i t i c a l ,  o r  s o c i a l  s e n s e .  What 
i s  t h e  r a t i o n a l e  f o r  t h e  b o u n d a r i e s  o f  New J e r s e y ,  D e l a w a r e ,
Rhode  I s l a n d ,  o r  M a r y l a n d ?  What i s  m ore  c r u c i a l  i s  t h a t  u n d e r  
t h e  c o n s t i t u t i o n  s u c h  c o n c e r n s  a s  e d u c a t i o n ,  w e l f a r e ,  l o c a l  s e r ­
v i c e s ,  a n d  t h e  l i k e  a r e  p o w e r s  r e s e r v e d  t o  t h e  s t a t e s  a n d  m u n i c i ­
p a l i t i e s ,  b u t  t h e s e  e n t i t i e s  a r e  n o  l o n g e r  a b l e  t o  p e r f o r m  s u c h  
s e r v i c e s  b e c a u s e  t h e i r  t a x  b a s e s  a r e  i n a d e q u a t e ,  a n d  t h e i r  a d ­
m i n i s t r a t i v e  s t r u c t u r e s  a r c h a i c  and  i n e f f i c i e n t .  S e e  B e l l ,  "T he  
A d e q u a c y  o f  O u r  C o n c e p t s , "  p. 1 4 0 .  S e e  a l s o  C.  L .  S u l z b e r g e r ,  
" C h a l l e n g e s  t o  D e m o c r a c y , "  New Y o rk  T i m e s ,  J u n e  1 0 ,  1 9 7 3 ,  s e c .  4 ,  
P .  15 .
^ B e l l ,  " T h e  A d e q u a c y  o f  Our  C o n c e p t s , "  p .  1 4 0 .  S i m i l a r l y ,  
R o s t o w  a r g u e s  t h a t  o u r  p r o b l e m s  c a n  b e  b e s t  s o l v e d  i f  t h e y  a r e  
d e f i n e d  i n  f u n c t i o n a l  t e r m s .  S e e  W. W. R o s t o w ,  "T he  N e x t  S t a g e , "  
New Y ork  T i m e s ,  J u n e  7 ,  1 9 7 3 ,  p .  4 5 .
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w o u l d  r e s e m b l e  a l o o s e  a n d  h e t e r o g e n e o u s  s y s t e m ,  s u c h  a s  t h e  
b a n k i n g  s y s t e m  o r  t h e  m a ss  c o m m u n i c a t i o n s  s y s t e m .  T h i s  w o u ld  
a m o u n t  t o  a t r a n s i t i o n  f r o m  l a r g e  o r g a n i z a t i o n s  t o  c o m p le x  
ma c r  os y s  t e m s .*
F .  From W h i t e - c o l l a r  Work t o  E x t e n d e d  
P r  o f e s s i o n a l i s m
I n  t h e  i n d u s t r i a l  s o c i e t y ,  s o c i a l  l e a d e r s h i p  s h i f t s  f r o m  
t h e  t r a d i t i o n a l  r u r a l - a r i s t o c r a t i c  t o  a n  u r b a n - p l u t o c r a t i c  e l i t e .  
I n  t h e  p o s t - i n d u s t r i a l  s o c i e t y ,  h o w e v e r ,  s u c h  p l u t o c r a t i c  p r e ­
e m i n e n c e  i s  c h a l l e n g e d  b y  t h e  p o l i t i c a l  l e a d e r s h i p ,  w h i c h  i s  i t ­
s e l f  i n c r e a s i n g l y  p e r m e a t e d  by  i n d i v i d u a l s  p o s s e s s i n g  s p e c i a l  
s k i l l s  a n d  i n t e l l e c t u a l  t a l e n t s . ^  The p r a c t i c a l  s u c c e s s  o f  t h e  
s c i e n c e  o f  d e c i s i o n - m a k i n g  h a s  c o n c l u s i v e l y  p r o v e n  t h a t  t h e r e  i s  
now, p e r h a p s  f o r  t h e  f i r s t  t i m e  i n  m a n k i n d ' s  h i s t o r y ,  a g r e a t  
d e a l  o f  i m m e d i a t e  p o w e r  i n  r e a s o n  a n d  k n o w l e d g e .  I n d e e d ,  t h e  
e f f e c t i v e  m o b i l i z a t i o n  o f  t a l e n t  h a s  becom e a n  i m p o r t a n t  way  t o
3
a c q u i r e  t h e  p o w e r .
^ G r o s s ,  "Some Q u e s t i o n s  f o r  P r e s i d e n t s , "  p .  3 1 6 .
^ B r z e z i n s k i ,  B e t w e e n  Two A g e s ,  p p .  1 0 - 1 1 .  T h i s  p r e s u p ­
p o s e s  t h a t  t h e  s c i e n t i f i c  and  t e c h n o l o g i c a l  r e v o l u t i o n  c a n n o t  be  
l e d  b y  t h e  w o r k i n g  c l a s s .  The p r o c e s s e s  o f  s c i e n c e  a r e  q u i t e  
u n l i k e  t h e  t r a d i t i o n a l  a c t i v i t i e s  o f  t h e  i n d u s t r i a l  t y p e .  As 
R i c h t a  w r i t e s ,  s c i e n c e  p o s s e s s e s  a p e c u l i a r  e x p o n e n t i a l  g r o w t h  
p o t e n t i a l  w h e r e  e v e r y  f i n d i n g  i s  b o t h  a r e s u l t  a n d  t h e n  a s t a r t ­
i n g  p o i n t  f o r  f u r t h e r  r e s e a r c h .  F u r t h e r m o r e ,  t h e  s t r a t i f i c a t i o n  
s y s t e m  o f  t h e  new s o c i e t y  i n e v i t a b l y  w i l l  h a v e  t o  e m p h a s i z e  t h e  
d o m i n a n c e  o f  t h e  p r o f e s s i o n a l  a n d  t e c h n i c a l  c l a s s e s .  S e e  R i c h t a ,  
C i v i l i z a t i o n  a t  t h e  C r o s s r o a d s ,  p p .  2 1 7 ,  2 4 5 - 2 5 0 ;  a n d  B e l l ,  " T h e  
P o s t - I n d u s t r i a l  S o c i e t y , "  p .  1 5 5 .
O
M i c h a e l  C r o z i e r ,  " T h e  L o n e l y  F r o n t i e r  o f  R e a s o n , "  i n
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I n  t h e  i n d u s t r i a l  s o c i e t y ,  e d u c a t i o n  was  a v a i l a b l e  f o r  a 
l i m i t e d  and  s p e c i f i c  p e r i o d  o f  t i m e .  T h i s  e d u c a t i o n  was  b a s e d  
l a r g e l y  on w r i t t e n  a n d  s e q u e n t i a l  r e a s o n i n g ,  a n d  was  o r i e n t e d  
t o w a r d  t e c h n i c a l  t r a i n i n g .  I n  t h e  p o s t - i n d u s t r i a l  s o c i e t y ,  how ­
e v e r ,  a d v a n c e d  t r a i n i n g  w o u l d  b e  i n d i s p e n s a b l e  a s  w e l l  a s  c o n ­
t i n u o u s  t h r o u g h o u t  t h e  a d u l t  w o r k i n g  l i f e .  The e s s e n t i a l  c o n d i ­
t i o n  f o r  s u r v i v a l  i n  t h e  new h y p e r - r a t i o n a l i s t  w o r l d  w i l l  d e p e n d  
i n c r e a s i n g l y  on a c a p a c i t y  f o r  a b s t r a c t  r e a s o n i n g ,  f o r  w h i c h  
a d v a n c e d  e d u c a t i o n  h o l d s  t h e  k e y . ^
The e m e r g e n t  p o s t - i n d u s t r i a l  A m e r i c a n  s o c i e t y  i s  o r ­
g a n i z e d  a r o u n d  k n o w l e d g e ,  s k i l l ,  a n d  s p e c i a l i z a t i o n .  The  g r o w t h  
o f  t h e  p r o f e s s i o n a l - t e c h n i c a l  c l a s s  i s  e s t i m a t e d  t o  r i s e  t o  a b o u t  
1 4 , 0 0 0 , 0 0 0  b y  1 9 8 0 .  T h i s  t r e n d  t o w a r d  p r o f e s s i o n a l i z a t i o n ,  w h e r e  
much more  t h a n  t h e  m e re  c o l o r  o f  t h e  c o l l a r  i s  i n v o l v e d ,  w i l l  
c o n t i n u e  t o  a d v a n c e ,  g i v e n  t h e  d e e p e n i n g  s p e c i a l i z a t i o n ,  
u n i v e r s i t y - b a s e d  c r e d e n t i a l i s m ,  a n d  e l a b o r a t e  n e t w o r k s  o f  f o r m a l  
a s s o c i a t i o n s .  The a g e  g r o u p  m o s t  c o n c e r n e d  a b o u t  c a r e e r s - - y o u n g  
a d u l t s  f r o m  t w e n t y - o n e  t o  t h i r t y - f i v e - - i n  a v a r i e t y  o f  s p e c i a l i z e d  
j o b s  a n d  p r o f e s s i o n s ,  w i l l  d o m i n a t e  a n d  c o n s t i t u t e  t h e  c e n t e r  o f  
d e m o g r a p h i c  g r a v i t y  a t  l e a s t  f o r  t h e  n e x t  tw o  d e c a d e s . “
The  E n d l e s s  C r i s i s : A m e r i c a  i n  t h e  S e v e n t i e s ,  e d .  b y  F r a n c o i s
D u c h e n e  (New Y o r k :  S im o n  a n d  S c h u s t e r ,  1 9 7 0 ) ,  p p .  2 0 3 - 2 0 7 .
1I b i d .
"^What i s  m ore  c r u c i a l  i n  t h i s  d e m o g r a p h i c  d e v e l o p m e n t  i s  
t h a t  i f  we h o p e  t o  s u c c e e d  i n  c r e a t i n g  a v a s t  num b e r  o f  new j o b s  
f o r  t h e  y o u n g  p e o p l e  c o m in g  i n t o  t h e  l a b o r  m a r k e t  d u r i n g  t h e  
y e a r s  j u s t  a h e a d ,  t h e  c o u n t r y  w i l l  h a v e  t o  f i n d  a g r e a t  d e a l  o f  
new c a p i t a l .  T h i s  n e e d  f o r  c a p i t a l  f o r m a t i o n  w i l l  be  p a r t i c u l a r l y  
u r g e n t .  On t h e  a v e r a g e ,  a " k n o w l e d g e  j o b "  i n  t h e  A m e r i c a n  econom y
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G. From B u r e a u c r a c y  t o  O r g a n i c - a d a p t i v e  
T e m p o r a r y  S y s t e m s *
Weber  was  t h e  f i r s t  a n d  f o r e m o s t  o f  t h e  s t r u c t u r a l i s t  
f o u n d e r s  t o  c o n c e p t u a l i z e  a n  o r g a n i z a t i o n a l  s t r u c t u r e .  F o r  W e b e r ,  
t h e  p r i m a r y  s o u r c e  o f  b u r e a u c r a t i c  a d m i n i s t r a t i o n  l a y  i n  t h e  r o l e  
o f  t e c h n i c a l  k n o w le d g e  w h i c h ,  t h r o u g h  t h e  d e v e l o p m e n t  o f  m o d e rn  
t e c h n o l o g y ,  h a d  becom e c o m p l e t e l y  i n d i s p e n s a b l e .  I n  c o n t r a s t  t o  
e a r l i e r  s o c i e t i e s ,  m o r e o v e r ,  t h e  m o d e rn  s o c i e t i e s  h a v e  p l a c e d  a 
h i g h  m o r a l  v a l u e  on r a t i o n a l i t y ,  e f f e c t i v e n e s s ,  a n d  e f f i c i e n c y . " 2 
C o n s e q u e n t l y ,  t h e  m o d e r n  s o c i e t y  a n d  i t s  i n s t r u m e n t a l  o r g a n i z a ­
t i o n s  h a v e  f e a t u r e d  s c i e n t i f i c  p r o c e d u r e s ,  s t a n d a r d i z a t i o n ,  o b ­
j e c t i v e  r e c r u i t m e n t ,  i m p e r s o n a l i t y ,  a u t o m a t i o n ,  e x q u i s i t e  d i v i s i o n
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o f  l a b o r ,  h i e r a r c h y  o f  a u t h o r i t y ,  a n d  s t a t u s .  T h e s e  a r e  t h e
t o d a y  r e q u i r e s  a p r i o r  i n v e s t m e n t  o f  s o m e t h i n g  l i k e  $ 2 0 , 0 0 0 .  The 
b u l k  o f  t o m o r r o w ’ s e m p l o y m e n t  w i l l  b e  i n  t h e  s e r v i c e  t r a d e s - - i n  
h e a l t h  c a r e ,  t e a c h i n g ,  g o v e r n m e n t ,  m a n a g e m e n t ,  r e s e a r c h ,  a n d  t h e  
l i k e - - w h e r e  t h e  g r e a t e r  t h e  s k i l l  o r  k n o w l e d g e  d e m a n d e d  b y  a j o b ,  
t h e  g r e a t e r  w i l l  be  t h e  c a p i t a l  i n v e s t m e n t  n e e d e d  t o  make i t  
p o s s i b l e .  S e e  P e t e r  F .  D r u c k e r ,  "T h e  S u r p r i s i n g  S e v e n t i e s , "
H a r p e r *  s  M a g a z i n e ,  d u l y ,  1 9 7 1 ,  p p .  3t>-39,  a n d  G r o s s ,  "Some Q u e s ­
t i o n s  f o r  t h e  P r e s i d e n t s , "  p .  31t>.
*The b u l k  o f  t h i s  s e c t i o n  i s  h e a v i l y  d r a w n  f r o m  B e n n i s ,  
" O r g a n i z a t i o n a l  D e v e l o p m e n t s  a n d  t h e  F a t e  o f  B u r e a u c r a c y , "  a s  i t  
b r i l l i a n t l y  s u m m a r i z e s  t h e  b a s i c  t h e m e  o f  b u r e a u c r a c y  a n d  i t s  m u c h -  
a w a i t e d  m e t a m o r p h o s i s .
^ S e e  W eb e r ,  The  T h e o r y  o f  S o c i a l  and  E c o n o m ic  O r g a n i z a t i o n ,  
p p .  2 2 3 - 2 2 5 ,  2 3 9 - 2 4 1 ;  and  E t z i o n i ,  M odern  O r g a n i z a t i o n s ,  p p .  5 0 - 5 4 .  
A l s o ,  C r o z i e r  w r i t e s  t h a t  t h e  c r o s s  c a r r i e d  b y  t h e  m o d e rn  A m e r i c a n  
m a l e  i s  n o t  h i s  s u b m i s s i o n  t o  t h e  l a r g e  o r g a n i z a t i o n s ;  " i t  i s  h i s  
s u b m i s s i o n  t o  r a t i o n a l i s m  i t s e l f ,  t h e  m a n i p u l a t i o n  o f  h i m s e l f  b y  
h i m s e l f  t o  w h i c h  h e  f i n d s  h i m s e l f  co n d e m n e d  i f  he w a n t s  t o  s u c ­
c e e d . "  S e e  C r o z i e r ,  "The L o n e l y  F r o n t i e r  o f  R e a s o n , "  p .  2 0 b .
F o r  W e b e r ,  h o w e v e r ,  t h e  t r u e  h o p e  f o r  man l a y  i n  h i s  a b i l i t y  t o  
r a t i o n a l i z e ,  c a l c u l a t e ,  t o  u s e  h i s  h e a d  a s  w e l l  a s  h i s  h a n d s  a n d  
h e a r t .
^ P r e s t h u s ,  The O r g a n i z a t i o n a l  S o c i e t y ,  p .  1 0 .
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e s s e n t i a l  i n g r e d i e n t s  o f  a b u r e a u c r a c y .
I n  s p i t e  o f  a l l  t h e  p e j o r a t i v e  c o n n o t a t i o n s  i n v o k e d  b y  
t h e  t e r r a  " b u r e a u c r a c y , "  i t  was  o r i g i n a l l y  c o n c e i v e d  a s  a s o c i a l  
a r r a n g e m e n t  w h i c h  was p e r f e c t e d  d u r i n g  t h e  i n d u s t r i a l  r e v o l u t i o n  
t o  o r g a n i 2e  a n d  d i r e c t  t h e  a c t i v i t i e s  o f  t h e  f i r m . ^  I t  was  a n  
i d e a l  w e a p o n  t o  h a r n e s s  t h e  human a n d  m e c h a n i c a l  e n e r g y  w h i c h
f u e l e d  t h e  i n d u s t r i a l  r e v o l u t i o n ,  a n d  i t  f l o u r i s h e d  i n  a h i g h l y
3
c o m p e t i t i v e ,  f a i r l y  u n d i f f e r e n t i a t e d ,  a n d  s t a b l e  e n v i r o n m e n t .
*Most  c o n t e m p o r a r y  s t u d e n t s  o f  o r g a n i z a t i o n s  w o u l d  a r g u e  
t h a t  b u r e a u c r a c y  m u s t  b e  v i e w e d  a s  a c o n d i t i o n  w h i c h  c a n  b e  d i r a e n  
s i o n a l i z e d ,  a n d  w h i c h  c a n  b e  f o u n d  t o  v a r y  e m p i r i c a l l y  f r o m  o r ­
g a n i z a t i o n  t o  o r g a n i z a t i o n .  H a l l  a n a l y z e d  t h e  v a r i o u s  d i m e n s i o n s  
o f  b u r e a u c r a c y  a s  e n v i s i o n e d  by  W e b e r ,  L i t w a k ,  F r i e d r i c h ,  M e r t o n ,  
U dy ,  H e a d y ,  P a r s o n s ,  a n d  B e r g e r .  He a t t r i b u t e s  t h e  f o l l o w i n g  
d i m e n s i o n s  o f  b u r e a u c r a c y  t o  W e b e r :  ( 1 )  h i e r a r c h y  o f  a u t h o r i t y ,
( 2 )  d i v i s i o n  o f  l a b o r ,  ( 3 )  t e c h n i c a l l y  c o m p e t e n t  p a r t i c i p a n t s ,
( 4 )  p r o c e d u r a l  d e v i c e s  f o r  w o r k  s i t u a t i o n s ,  ( 5 )  r u l e s  g o v e r n i n g  
b e h a v i o r  o f  m e m b e r s ,  ( o )  l i m i t e d  a u t h o r i t y  o f  o f f i c e ,  ( 7 )  d i f f e r ­
e n t i a l  r e w a r d s  b y  o f f i c e ,  ( 8 )  i m p e r s o n a l i t y  o f  p e r s o n a l  c o n t a c t ,  
( 9 )  a d m i n i s t r a t i o n  s e p a r a t e  f r o m  o w n e r s h i p ,  ( 1 0 )  e m p h a s i s  on 
w r i t t e n  c o m m u n i c a t i o n ,  a n d  ( 1 1 )  n a t i o n a l  d i s c i p l i n e .  T h e s e  d i m e n  
s i o n s  a r e  n o t  n e c e s s a r i l y  s u b s c r i b e d  t o  by  o t h e r s .  S e e  R i c h a r d  H 
H a l l ,  " I n t r a o r g a n i z a t i o n a l  S t r u c t u r a l  V a r i a t i o n :  A p p l i c a t i o n  o f
t h e  B u r e a u c r a t i c  M o d e l , "  A d m i n i s t r a t i v e  S c i e n c e  Q u a r t e r l y ,  V I I  
( D e c e m b e r ,  1 9 0 2 ) ,  2 9 4 - 3 0 8 ;  a n d  R i c h a r d  H. H a l l ,  " T h e  C o n c e p t  o f  
B u r e a u c r a c y :  An E m p i r i c a l  A s s e s s m e n t , "  The A m e r i c a n  J o u r n a 1 o f
S o c i o l o g y ,  LXIX ( J u l y ,  1 9 0 3 ) ,  3 3 .
^ F o r  e x a m p l e ,  t h e  O x f o r d  D i c t i o n a r y  q u o t e s  C a r l y l e  a s  
s a y i n g :  "T h e  c o n t i n e n t a l  n u i s a n c e  c a l l e d  ’ b u r e a u c r a c y . ’ " I t
a l s o  d e f i n e s  a b u r e a u c r a t  a s  one who e n d e a v o r s  t o  c o n c e n t r a t e  
pow er  i n  h i s  b u r e a u .  S e e  B e n n i s ,  " O r g a n i z a t i o n a l  D e v e l o p m e n t s  
a n d  t h e  F a t e  o f  B u r e a u c r a c y , "  p .  4 1 .  A l s o ,  a n o t h e r  v i e w  o f  
b u r e a u c r a c y  i s  g i v e n  i n  one o f  W e b s t e r ' s  d e f i n i t i o n s :  "A s y s t e m
o f  a d m i n i s t r a t i o n  m a rk e d  by o f f i c i a l i s m ,  r e d  t a p e  a n d  p r o l i f e r a ­
t i o n . "  S e e  W e b s t e r *  s  S e v e n t h  New C o l l e g i a t e  D i c t i o n a r y ,  1 9 7 0 .
P .  1 1 J .
3
As B e c k e r  a n d  G o r d o n  w r i t e ,  "A c o m p l e t e  b u r e a u c r a c y  i s  
o p t i m a l  when  t h e  e n v i r o n m e n t  i s  s t a b l e . "  The s t a b l e  e n v i r o n m e n t  
d e c r e a s e s  t h e  e f f e c t  o f  c o m p l e x i t y  o f  i n t e r a c t i o n ,  a n d  s p e c i f i e s  
t h e  p r e d i c t a b l e  r e s p o n s e s  o f  t h e  o r g a n i z a t i o n .  H o w e v e r ,  s i n c e
The pyram idal s t r u c t u r e  o f  a b u r e a u c r a c y ,  w h e re  power i s  
c o n c e n t r a t e d  a t  t h e  t o p - - b y  one p e r s o n  o r  a g r o u p  w h ich  h a s  t h e  
k n ow ledge  a n d  r e s o u r c e s  t o  c o n t r o l  t h e  e n t i r e  e n t e r p r i s e - - s e e r a e d  
p e r f e c t  t o  r u n  t h e  l a r g e - s c a l e  i n d u s t r i a l  o r  c o m m e r c i a l  o r g a n i ­
z a t i o n s  s u c h  a s  t h e  r a i l r o a d s .  I n d e e d ,  t h e  b u r e a u c r a c y  has  
p r o v e d  t o  be  a n  e f f e c t i v e  a r d  s u i t a b l e  s o c i a l  a r r a n g e m e n t  f o r
1
t h e  r o u t i n i z e d  t a s k s  i n v o l v e d  i n  o p e r a t i n g  l a r g e  o r g a n i z a t i o n s .
The c h i e f  m e r i t  o f  t h e  b u r e a u c r a c y  l i e s  i n  i t s  r a t i o n a l i t y  and  
t e c h n i c a l  e f f i c i e n c y ,  w i t h  a premium p l a c e d  on p r e c i s i o n ,  s p e e d ,  
e x p e r t  c o n t r o l ,  c o n t i n u i t y ,  d i s c r e t i o n ,  and  o p t i m a l  r e t u r n  on i n ­
p u t .  H ow ever ,  t h e s e  e l e m e n t s  a l s o  i n v o l v e  one o f  i t s  m a jo r  n e g a ­
t i v e  c h a r a c t e r i s t i c s :  i m p e r s o n a l i t y
The b u r e a u c r a t i c  s t r u c t u r e  a t t e m p t s  t h e  c o m p l e t e  e l i m i n a ­
t i o n  o f  p e r s o n a l i z e d  r e l a t i o n s h i p s  and  n o n r a t i o n a l  c o n s i d e r a t i o n s ,  
s u c h  a s  h o s t i l i t y ,  a n x i e t y ,  a f f e c t u a l  i n v o l v e m e n t ,  e t c .  I t s  d e ­
v e l o p m e n t  was c o n c e p t u a l i z e d  a s  a " r e a c t i o n  a g a i r s t  t h e  p e r s o n a l  
s u b j u g a t i o n ,  n e p o t i s m ,  c r u e l t y ,  e m o t i o n a l  v i c i s s i t u d e s  and  s u b ­
j e c t i v e  j u d g m e n t s  w h ic h  p a s s e d  f o r  m a n a g e r i a l  p r a c t i c e s  i n  t h e
3e a r l y  d a y s  o f  t h e  i n d u s t r i a l  r e v o l u t i o n . "  The i m p e r s o n a l i t y
t h e s e  c o n d i t i o n s  o f  s t a b i l i t y  r a r e l y ,  i f  e v e r ,  o c c u r ,  a c o m p l e t e  
b u r e a u c r a c y  i s  r a r e l y ,  i f  e v e r ,  o p t i m a l .  S e e  S .  W. B e c k e r  a n d
G. G o rd o n ,  "An E n t r e p r e n e u r i a l  T h e o r y  o f  F o r m a l  O r g a n i z a t i o n s ,
P a r t  I , "  A d m i n i s t r a t i v e  S c i e n c e  Q u a r t e r l y ,  XI (D e ce m b e r ,  1 9 o c ) ,  
3 3 4 - 3 3 5 .
^ B e n n i s ,  " O r g a n i z a t i o n a l  D e v e lo p m e n t s  a n d  t h e  F a t e  o f  
B u r e a u c r a c y , "  p p .  4 9 - 5 0 .
^ R o b e r t  K. M e r t o n ,  S o c i a  1 T h e o r y  a n d  S o c i a  1 S t r u c t u r e  
( r e v .  e d . ; G l e n c o e ,  1 1 1 . :  F r e e  P r e s s ,  1 9 4 9 ) ,  p p .  1 9 5 - 2 0 0 .
3
B e n n i s ,  " O r g a n i z a t i o n a l  D e v e l o p m e n t  and t h e  F a t e  o f
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t h a t  made b u r e a u c r a c y  t e c h n i c a l l y  s u p e r i o r  a n a  l i t e r a l l y  i n e v i t a b l e  
f o r  t h e  f u n c t i o n i n g  o f  modern  o r g a n i z a t i o n a l  s o c i e t y  i s  a l s o  t h e  
b a s i c  b u r e a u c r a t i c  d i l e m m a . *  A l t h o u g h  i m p e r s o n a l i t y  d e l i v e r s  t o  
b u r e a u c r a c y  i t s  u l t i m a t e  e f f i c i e n c y ,  i t  a l s o  c o n s t i t u t e s  i t s  m os t  
f a t a l  w e a k n e s s .
The p a r a d o x  h e r e  i s  t h a t ,  a s  t h e  o f f i c i a l  n a t u r e  o f  b u r e a u ­
c r a c y  d e v e l o p s  more p e r f e c t l y ,  t h e  more c o m p l e t e l y  i t  i s  d ehum an­
i z e d  and  t h e  more c o m p l e t e l y  i t  s u c c e e d s  i n  s u p p r e s s i n g  f r o m  i t s  
f u n c t i o n s  l o v e ,  h a t r e d ,  and  a l l  p u r e l y  p e r s o n a l ,  m a t e r i a l ,  and  
e m o t i o n a l  e l e m e n t s  w h ich  e s c a p e  b u r e a u c r a t i c  c a l c u l a t i o n . ^  C on­
s e q u e n t l y ,  t h e  b u r e a u c r a t i c  m echan ism  h a s  o f t e n  b e e n  u s e d  i n  t h e  
s e r v i c e  o f  r e p r e s s i o n .  I t s  " i r o n  law" t r e a t s  m a n ' s  e g o  a n d  s o c i a l
B u r e a u c r a c y , "  p .  43 .  F o r  W eber ,  t h e  b a s i c  theme o f  b u r e a u c r a c y  
was woven a r o u n d  i t s  i m p e r s o n a l i t y .  He b e l i e v e d  t h a t  r o l e s ,  i n ­
s t i t u t i o n a l i z e d  and  r e i n f o r c e d  by  l e g a l  t r a d i t i o n ,  r a t h e r  t h a n  p e r -  
s o n a l i t i e s ,  s h o u l d  c o n d u c t  t h e  p r o c e s s e s  o f  a d m i n i s t r a t i o n .  I t  
s h o u l d  e x c l u s i v e l y  r e l y  on r e a s o n  and  l a w .  Weber once  c o m p ared  
t h e  b u r e a u c r a c y  t o  "a  v e n d i n g  m a ch in e  i n t o  w h ic h  t h e  p l e a d i n g s  a r e  
i n s e r t e d  t o g e t h e r  w i t h  t h e  f e e  and  w h ic h  t h e n  d i s g o r g e s  t h e  j u d g ­
ment  t o g e t h e r  w i t h  i t s  r e a s o n s  m e c h a n i c a l l y  d e r i v e d  f r o m  t h e  c o d e . "  
S e e  R.  B e n d i x ,  Max We be  r : An I n t e l l e c t u a l  P o r t r a i t  (New Y ork :
D o u b l e d a y  & C o . ,  I n c . ,  1 9 0 0 ) ,  p .  4 2 l .
*Though o r g a n i z a t i o n s  a r e  n o t  a modern  i n v e n t i o n ,  t h e i r  
p r e p o n d e r a n c e  a s  w e l l  a s  d o m in a n c e  i n  modern  s o c i e t y  i s .  They f u l ­
f i l l  a g r e a t e r  v a r i e t y  o f  s o c i e t a l  and  p e r s o n a l  n e e d s ,  i n v o l v i n g  
a g r e a t e r  p r o p o r t i o n  o f  c i t i z e n s  an d  a f f e c t i n g  a l a r g e r  s e g m e n t  
o f  t h e i r  l i v e s .  T h e i r  d o m i n a t i o n  o f  m odern  l i f e  h a s  f o r c e d  some 
w r i t e r s ,  s u c h  a s  P r e s t h u s ,  t o  c h a r a c t e r i z e  modern  s o c i e t y  a s  an  
o r g a n i z a t i o n  s o c i e t y .  As E t z i o n i  p o i n t s  o u t ,  f ro m  t h e  c r a d l e  t o  
t h e  g r a v e  we a r e  i n e v i t a b l y  t i e d  t o  o r g a n i z a t i o n s .  S e e  P r e s t h u s ,  
The O r g a n i z a t i o n a 1 S o c i e t y ,  c h .  1; E t z i o n i ,  Modern P r g a n i z a t i o n s , 
c h .  1; and  B o u l d i n g ,  The O r g a n i z a t i o n a 1 R e v o l u t i o n ,  P a r t  1 .
^S e e  P e t e r  M. B l a u ,  B u r e a u c r a c y  i n  Modern S o c i e t y ,  Random 
House  S t u d i e s  i n  S o c i o l o g y  (New Y ork :  Random H o u se ,  1 9 5 0 ) ,  c h .
i i .
n e e d s  a s  c o n s t a n t ,  n o n e x i s t e n t ,  o r  i n e r t .  I n  s h o r t h e  e l e m e n t s  
o f  t h e  i n t e g r a t i v e  s y s t e m ,  s u c h  a s  l o v e ,  d i g n i t y ,  r e s p e c t ,  i d e n ­
t i t y ,  and  t h e i r  c o u n t e r p a r t s ,  h a t e ,  c o n t e m p t ,  a l i e n a t i o n ,  e t c . ,  
a r e  i g n o r e d  by t h e  b u r e a u c r a t i c  raachinor- N o n e t h e l e s s ,  t h e y  
i n s i n u a t e  t h e m s e l v e s  i n t o  t h e  s c i a l  p ro c ' - . - s e s  o f  o r g a n i z a t i o n s  
i n  s t r a n g e  and  u n i n t e n d e d  w a y s .
T h e s e  p o w e r f u l  e l e m e n t s  m us t  be r e c k o n e d  w i t h ,  b u t  t h a t  
i s  p r e c i s e l y  w here  t h e  b u r e a u c r a t i c  mecha ism f a i l s .  The r o u t i n e  
and  o p p r e s s i v e  a s p e c t s  o f  b u r e a u c r a c y  c:*»>te a v i c i o u s  c i r c l e  
w h ic h  d e v e l o p s  f rom  t h e  r e s i s t a n c e  o f  t h e  human f a c t o r  t o  t h e  
m e c h a n i s t i c  r a t i o n a l i s t  t h e o r y  o f  b e h a v i o r  im posed  on i t .  T h i s  
v e r y  r e s i s t a n c e ,  p a r a d o x i c a l l y ,  t e n d s  t o  r e i n f o r c e  t h e  u s e  o f  t h e  
t h e o r y .  In  a v i c i o u s - c i r c l e  sy n d ro m e ,  t h e  d y s f u n c t i o n a l  c o n s e ­
q u e n c e s  o f  b u r e a u c r a t i c  m e thods  o f  c o n t r o l  l e a d  t o  a s t i l l  s t r o n g e r  
r e l i a n c e  on s u c h  m e t h o d s .  The b re a k d o w n  o f  r u l e s  a u t o m a t i c a l l y  
b e g e t s  more r u l e s  t o  t a k e  c a r e  o f  t h e  b re a k d o w n .* - T h i s  a l s o  i s  
an  i n d i c a t i o n  t h a t  t h e  b u r e a u c r a t i c  s y s t e m  i s  r e s t r i c t e d  i n  i t s  
p o s s i b l e  r a t e  o f  d e v e l o p m e n t ,  and  t h a t  t h o  - s o l u t i o n  to w a r d  e f f i ­
c i e n t ,  l a r g e  b u r e a u c r a t i c  o r g a n i z a t i o n s  i s  n o t  s o  u n r e l e n t i n g  a s  
Weber t h o u g h t .  R a t h e r ,  s u c h  e v o l u t i o n  de;->ends t o  a l a r g e  e x t e n t
^ B e n n i s ,  " O r g a n i z a t i o n a l  D e v e lo p m e n ts  and  t h e  F a t e  o f  
B u r e a u c r a c y , "  p p .  4 4 - 4 5 .  T h i s  theme o f  t  - - a a u c r a c y ’ s " i r o n  law" 
h as  b e e n  d e v e l o p e d  by  C r o z i e r .  S e e  M ic h e ’ C r o z i e r ,  The B u r e a u ­
c r a t i c  Phenomena ( C h i c a g o :  U n i v e r s i t y  o f  ' .h icago P r e s s ,  19o4)
p p .  175 -1  8 0 .  B o u l d i n g  h a s  b e e n  t r y i n g  t o  i n t r o d u c e  t h e  c o n c e p t  
o f  i n t e g r a t i v e  s y s t e m s  i n  o r g a n i z a t i o n a l  s t r u c t u r e s  i n  many o f  
h i s  r e c e n t  w r i t i n g s .  S e e ,  f o r  i n s t a n c e ,  L ^ u l d i n g ,  " T e c h n o l o g y  
and  t h e  L o v e -H a te  S y s t e m , "  p p .  4 1 - 4 9 ;  and  Boun  i n o ,  " M i l k i n g  t h e  
S a c r e d  Cow,"  p p .  2 ,  12 .  A l s o ,  s e e  James G. March a n a  H e r b e r t  A.
S im on ,  O r g a n i z a t i o n s  (New York:  J o h n  W i le y  & S o n s ,  I n c . ,  1 9 5 8 ) ,
p p .  3 o - 3 7 .
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on t h e  a b i l i t y  o f  men t o  b r e a k  o u t  o f  t h e  b u r e a u c r a t i c  v i c i o u s -  
c i r c l e .*
In  a d d i t i o n  t o  t h e  t a s k  o f  r e a l i z i n g  t h e  s t r u c t u r e d  g o a l s ,  
s u c h  a s  p r o f i t ,  p r o d u c t i o n ,  and  e f f i c i e n c y ,  t h e  b u r e a u c r a t i c  o r ­
g a n i z a t i o n s  m us t  u n d e r t a k e  two m a jo r  t a s k s  i f  t h e y  a r e  t o  s u r v i v e  
i n  t h e  p o s t - i n d u s t r i a l  s o c i e t y :  ( 1 )  t h e y  must m a i n t a i n  t h e  i n ­
t e r n a l  s y s t e m  and  c o o r d i n a t e  t h e  human s i d e - - t h e  t a s k  o f  r e c i p r o c ­
i t y ;  and  ( j )  t h e y  m us t  a d a p t  t o  and  s h a p e  t h e  e x t e r n a l  e n v i r o n m e n t  — 
t h e  t a s k  o f  a d a p t a b i l i t y .  Some w r i t e r s  a r g u e  t h a t  g i v e n  i t s  s t r u c ­
t u r a l  d e t e r m i n a n t s ,  m e t h o d s ,  and  s o c i a l  p r o c e s s e s ,  t h e  b u r e a u c r a c y  
w o u ld  p ro v e  i n c a p a b l e  o f  c o p i n g  w i t h  i t s  i n t e r n a l  e n v i r o n m e n t  ( t h e  
t a s k  o f  r e c i p r o c i t y ) ,  a s  w e l l  a s  w i t h  i t s  e x t e r n a l  e n v i r o n m e n t  
( t h e  t a s k  o f  a d a p t a b i l i t y ) . '  I n t e r n a l l y ,  i t  i s  i n c a p a b l e  o f  r e ­
s o l v i n g  t e n s i o n s  b e tw e e n  t h e  i n d i v i d u a l  and  o r g a n i z a t i o n a l  g o a l s .  
E x t e r n a l l y ,  due t o  t h e  modern  t e c h n o l o g i c a l  r e v o l u t i o n ,  t h e  t e x t u r e  
o f  t h e  e x t e r n a l  e n v i r o n m e n t  now c o n t a i n s  c a u s a l  mechan ism s  s o  
r a p i d l y  c h a n g i n g  and  u n p r e d i c t a b l e  t h a t  i t  p o s e s  an  i n s u p e r a b l e
p r o b le m  f o r  t h e  b u r e a u c r a c y ,  w h ich  t h r i v e s  o n ly  w here  t h e  e n v i r o n -
3
ment i s  s t a b l e  a n d ,  a bove  a l l ,  p r e d i c t a b l e .
^ C r o z i e r ,  The B u r e a u c r a t i c  P henom ena , p .  173.
^ B e n n i s ,  " o r g a n i z a t i o n a l  D e v e l o p m e n t s  and  t h e  F a t e  o f  
B u r e a u c r a c y , "  p p .  4 1 - 5 o .
■^Ibid.  T h i s  i s  t h e  b a s i c  theme o f  t h e  B e n n i s  p a p e r .  On 
t h e  q u e s t i o n  o f  r e c i p r o c i t y ,  w h ic h  w ou ld  r e s o l v e  t h e  t e n s i o n  b e ­
tw e e n  i n d i v i d u a l  and  o r g a n i z a t i o n a l  g o a l s ,  A r g y r i s  a l s o  a r g u e s  
t h a t  h i e r a r c h y ,  s p e c i a l i z a t i o n ,  an d  o t h e r  f e a t u r e s  o f  b u r e a u c r a c y  
a r e  b a s i c a l l y  i n c o n g r u o u s  w i t h  t h e  n e e d s  o f  a m a t u r e  p e r s o n a l i t y .  
I n h e r e n t  i n  a h i e r a r c h y  i s  a s y s t e m  w h e re  t h e  p a r t  on t h e  t o p  can  
d i r e c t  and  c o n t r o l  t h e  p a r t  on t h e  b o t t o m ,  w h ic h  i m p l i e s  t h e  
v e s t i n g  o f  f o r m a l  powers  a t  t h e  t o p  t o  h i r e ,  d i s c h a r g e ,  r e w a r d ,
G i v e n  t h e  p o s t - i n d u s t r i a l  e n v i r o n m e n t — t h e  t a s k  s t r u c t u r e ,
p o p u l a t i o n  c h a r a c t e r i s t i c s ,  and  t h e  f e a t u r e s  o f  e n v i r o n m e n t a l
t u r b u l e n c e - - t h e  b u r e a u c r a c y  w i l l  h a v e  t o  be  r e p l a c e d  b y  a s o c i a l
s t r u c t u r e  w i t h  more  o r  l e s s  t h e  f o l l o w i n g  c h a r a c t e r i s t i c s .
F i r s t ,  t h e  k e y  w o rd  w i l l  be  t e m p o r a r y :  o r g a n i z a t i o n s
w i l l  becom e a d a p t i v e ,  r a p i d l y  c h a n g i n g  t e m p o r a r y  
s y s t e m s . S e c o n d ,  t h e y  w i l l  b e  o r g a n i z e d  a r o u n d  p r o b l e m s -  
t o - b e  - s o l v e d . T h i r d ,  t h e s e  p r o b l e m s  w i l l  be  s o l v e d  b y  
r e l a t i v e  g r o u p s  o f  s t r a n g e r s  who r e p r e s e n t  a d i v e r s e  s e t  
o f  p r o f e s s i o n a l  s k i l l s .  F o u r t h ,  g i v e n  t h e  r e q u i r e m e n t s  
o f  c o o r d i n a t i n g  t h e  v a r i o u s  p r o j e c t s ,  a r t i c u l a t i n q  p o i n t s  
o r  " l i n k i n g  p i n "  p e r s o n n e l  w i l l  be  n e c e s s a r y  who c a n  
s p e a k  t h e  d i v e r s e  l a n g u a g e s  o f  r e s e a r c h  and  who c a n  r e ­
l a y  a n d  m e d i a t e  b e t w e e n  v a r i o u s  p r o j e c t  g r o u p s .  F i f t h ,  
t h e  g r o u p s  w i l l  be  c o n d u c t e d  on o r g a n i c  r a t h e r  t h a n  on 
m e c h a n i c a l  l i n e s ;  t h e y  w i l l  e m e r g e  a n d  a d a p t  t o  t h e  p r o b ­
l e m s ,  a n d  l e a d e r s h i p  a n d  i n f l u e n c e  w i l l  f a l l  t o  t h o s e  who
a n d  p e n a l i z e .  The i m p a c t  o f  s u c h  a s t r u c t u r e  makes  i n d i v i d u a l s  
d e p e n d e n t  u p o n ,  p a s s i v e  t o w a r d ,  a n d  s u b o r d i n a t e  t o ,  t h e  l e a d e r .
As a r e s u l t ,  i n d i v i d u a l s  h a v e  l i t t l e  c o n t r o l  o v e r  t h e i r  w o r k i n g  
e n v i r o n m e n t .  T h e i r  t i m e  p e r s p e c t i v e  i s  s h o r t e n e d  b e c a u s e  t h e y  
d o  n o t  c o n t r o l  t h e  i n f o r m a t i o n  n e c e s s a r y  t o  p r e d i c t  t h e i r  f u t u r e .  
S u c h  i n d i v i d u a l s ,  A r g y r i s  s a d l y  c o n c l u d e s ,  e x e m p l i f y  t h e  d i m e n ­
s i o n s  o f  i m m a t u r i t y ,  n o t  a d u l t h o o d .  S e e  C h r i s  A r g y r i s ,  P e r s o n a l i -  
a n d  O r g a n i z a t i o n  (New Y o rk :  H a r p e r  & B r o t h e r s ,  1 9 5 7 ) ,  p p .  0 0 -
o l .  I n  a s i m i l a r  v e i n ,  C r o z i e r  w r i t e s  t h a t  a v a s t  a m o u n t  o f  human 
r e s o u r c e  i s  w a s t e d  b e c a u s e  o f  t h e  b u r e a u c r a t i c  i n a b i l i t y  t o  o r ­
g a n i z e  a s o c i a l  s y s t e m  t h a t  w o u ld  a l l o w  p e o p l e  t o  m a t u r e  a n d  p a r ­
t i c i p a t e .  The  b a s i c  p r o b l e m  l i e s  i n  i n t e g r a t i n g  t h e  t e c h n i c a l  
r e q u i r e m e n t s  o f  t h e  b u r e a u c r a c y  a n d  human w a n t s .  He w a r n s  t h a t  
s o  l o n g  a s  m a n a g e m e n t  p r i n c i p l e s  a r e  t i e d  i n  w i t h  t r a d i t i o n a l  
b u r e a u c r a t i c  p r a c t i c e s ,  m o d e rn  m a n a g e m e n t  w i l l  n o t  b e  a b l e  t o  i n ­
t e g r a t e  d i f f e r e n t  k i n d s  o f  r a t i o n a l i t y  a n d  a b a n d o n  t h e  n a r r o w  
k i n d s  o f  s y n t h e s i s  t h a t  h a d  p r e v i o u s l y  b e e n  n e c e s s a r y  t o  i n s u r e  
p r e c i s e  p r o c e s s e s  a n d  p e r f o r m a n c e  m e a s u r e m e n t .  S e e  C r o z i e r ,  "A 
New R a t i o n a l e  f o r  A m e r i c a n  B u s i n e s s , "  D a e d a l u s <  p p .  1 5 4 - 1 5 5 .  A 
fe w  r e s o l u t i o n s  a n d  s t r a t e g i e s  w h i c h  d e a l  w i t h  t h e  b u r e a u c r a t i c  
d i l e m m a  a r e  p r o p o s e d  by s c h o l a r s ,  s u c h  a s  B a r n a r d ,  S i m o n ,  L e v i n s o n  
Mayo,  L i k e r t ,  A r g y r i s ,  B l a k e  a n d  M o u to n ,  S h e p h a r d ,  M c G r e g o r ,  
L e a v i t t ,  and  Thom pson  a n d  T u d e n s . F o r  d i s c u s s i o n ,  s e e  B e n n i s ,  
" O r g a n i z a t i o n a l  D e v e l o p m e n t s  a n d  t h e  F a t e  o f  B u r e a u c r a c y , "  p p .  4 5 -  
5 0 ;  a n d  Edmund P .  L e a r n e d  a n d  A u d r e y  T .  S p r o a t ,  O r g a n i z a t i o n  
The o r y  a n d  P o l i c y : N o t e s  f  o r  Ana l y s  i  s (Homewood,  1 1 1 . :  R i c h a r d  D
I r w i n ,  1 9 o o ) .
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s e e m  m o s t  a b l e  t o  s o l v e  t h e  p r o b l e m s  r a t h e r  t h a n  t o  
p r o g r a m m e d  r o l e  e x p e c t a t i o n s .  P e o p l e  w i l l  b e  d i f ­
f e r e n t i a t e d  . . . a c c o r d i n g  t o  s k i l l s  and  t r a i n i n g .
A d a p t i v e ,  t e m p o r a r y  s y s t e m s  o f  d i v e r s e  s p e c i a l i s t s  
s o l v i n g  p r o b l e m s ,  c o o r d i n a t e d  o r g a n i c a l l y  v i a  a r t i c u ­
l a t i n g  p o i n t s  w i l l  g r a d u a l l y  r e p l a c e  t h e  t h e o r y  a n d  
p r a c t i c e  o f  b u r e a u c r a c y .  . . .  I t  m i g h t  b e  c a l l e d  an  
o r g a n i c - a d a p t i v e  s t r u c t u r e .
^"Bennis ,  " O r g a n i z a t i o n a l  D e v e l o p m e n t s  a n d  t h e  F a t e  o f  
B u r e a u c r a c y , "  p .  5 2 .  B e n n i s  a l s o  p r o v i d e s  a f o o t n o t e  r e f e r r i n g  
t o  M. B.  M i l e s ,  "On T e m p o r a r y  S y s t e m s , "  i n  I n n o v a t i o n  i n  E d u c a t i o n ,  
e d .  by  M. B.  M i l e s  (New Y o r k :  B u r e a u  o f  P u b l i c a t i o n s ,  T e a c h e r s
C o l l e g e ,  C o l u m b i a  U n i v e r s i t y ,  1 9 o 4 ) ,  p p .  4 3 7 - 4 9 0 .  F i v e  y e a r s  
l a t e r  when B e n n i s  r e t u r n e d  t o  t h e  b a s i c  t h e m e  o f  t h i s  p a p e r ,  he 
r e m a r k e d  r e t r o s p e c t i v e l y  t h a t  he was  b a s i c a l l y  a n a l y z i n g  t h e  s h i f t  
o f  c u l t u r a l  v a l u e s  a n d  o r g a n i z a t i o n a l  p h i l o s o p h i e s  i n  t h i s  p a p e r .
As f a r  a s  c u l t u r a l  v a l u e s  c a n  b e  s p e c i f i e d ,  t h e s e  s h i f t s  w e r e  
f r o m  a c h i e v e m e n t  t o w a r d  s e l f - a c t u a l i z a t i o n ,  f r o m  s e l f - c o n t r o l  
t o w a r d  s e l f - e x p r e s s i o n ,  f r o m  i n d e p e n d e n c e  t o w a r d  i n t e r d e p e n d e n c e ,  
f r o m  e n d u r a n c e  o f  s t r e s s  t o w a r d  c a p a c i t y  f o r  j o y ,  f r o m  f u l l  e m p l o y ­
m e n t  t o w a r d  f u l l  l i v e s ,  a n d  f r o m  m e c h a n i s t i c  f o r m s  t o  o r g a n i c  
f o r m s .  C o n c e r n i n g  t h e  o r g a n i z a t i o n a l  p h i l o s o p h i e s ,  t h e  s h i f t s  
w e r e  f r o m  c o m p e t i t i v e  r e l a t i o n s  t o w a r d  c o l l a b o r a t i v e  r e l a t i o n s ,  
a n d  f r o m  s e p a r a t e  o b j e c t i v e s  t o w a r d  l i n k e d  o b j e c t i v e s .  R e f e r r i n g  
t o  t h e  t e r r a  u s e d  by T r i s t ,  B e n n i s  s u g g e s t s  t h a t  t h e s e  s h i f t s  a r e  
e s s e n t i a l l y  t o w a r d  t h e  p o s t - b u r e a u c r a t i c  w o r l d .  S e e  W a r r e n  G. 
B e n n i s ,  "A F u n n y  T h i n g  H a p p e n e d  on t h e  Way t o  t h e  F u t u r e , "  I n d i a n  
A d m i n i s t r a t i v e  &_ M anagem en t  Review* I I  ( O c t o b e r - D e c e m b e r ,  1 9 7 0 ) ,
20 ; a n d  E r i c  T r i s t ,  The  R e l a t i o n  o f  W e l f a r e  and  D e v e l o p m e n t  i n  t h e  
T r a n s i t i o n  t o  P o s t - I n d u s t r i a l i s m  ( L o s  A n g e l e s :  W e s t e r n  M anagem en t
S c i e n c e  I n s t i t u t e ,  U n i v e r s i t y  o f  C a l i f o r n i a  a t  Los A n g e l e s ,  1 9 0 8 ) .
" B e n n i s  e l s e w h e r e  n o t e s  t h a t  m o s t  o f  t h e s e  t r e n d s  a r e  a l ­
r e a d y  v i s i b l e  a n d  h a v e  b e e n  s u r f a c i n g  i n  t h e  a e r o s p a c e ,  c o n s t r u c ­
t i o n ,  d r u g ,  a n d  c o n s u l t i n g  i n d u s t r i e s  a s  w e l l  a s  i n  p r o f e s s i o n a l  
a n d  r e s e a r c h  a n d  d e v e l o p m e n t  o r g a n i z a t i o n s .  T h i s  i n d i c a t e s  t h a t  
t h e  o l d e r  m o d e l s ,  p a t t e r n e d  on p y r a m i d i c a l  s t r u c t u r e s ,  may no  
l o n g e r  be  a p p l i c a b l e ,  a n d  t h a t  i n  t h e  c o m i n g  d e c a d e s  t h e  t r a d i t i o n ­
a l  b u r e a u c r a t i c  f o r m  w i l l  h a v e  g i v e n  way t o  o r g a n i z a t i o n a l  modes  
more  a d a p t i v e  t o  t h e  n e e d s  f o r  i n i t i a t i v e ,  f r e e  t i m e ,  j o i n t  c o n ­
s u l t a t i o n ,  a n d  t h e  l i k e .  The f u t u r e  o r g a n i z a t i o n  w i l l  h a v e  t o  r e ­
q u i r e  f e w e r  r e s t r i c t i o n s  a n d  r e p r e s s i v e  t e c h n i q u e s  b e c a u s e  o f  t h e  
l i g i t i r a i z a t i o n  o f  p l a y  a n d  f a n t a s y ,  a c c e l e r a t e d  t h r o u g h  t h e  r i s e  
o f  s c i e n c e  a n d  i n t e l l e c t u a l  a c h i e v e m e n t .  S e e  W a r r e n  G. B e n n i s ,  
" P o s t - B u r e a u c r a t i c  L e a d e r s h i p , "  i n  The  F u t u r e  S o c i e t y ,  e d .  b y  
D o n a l d  N. M i c h a e l ,  T r a n s - A c t i o n  Books  ( n . p . ,  A l d i n e  P u b l i s h i n g  
Company ,  1 9 7 0 ) ,  p p .  3 3 - 5 5 .  A l s o ,  s e e  B e l l ,  "The  A d e q u a c y  o f  Our  
C o n c e p t s , "  p .  1 5 0 ;  a n d  D a v i d  R i e s m a n ,  " L e i s u r e  a n d  Work i n  P o s t -  
I n d u s t r i a l  S o c i e t y , "  p p .  7 1 - 9 1 .  H o w e v e r ,  i t  s h o u l d  be  n o t e d  t h a t  
t h e  b a s i c  c h a l l e n g e  f o r  f u t u r e  o r g a n i z a t i o n s  i s  how t o  o r g a n i z e
2 5 0
H. From P u b l i c  v s .  P r i v a t e  t o  M ix ed  E n t i t i e s *
C o n v e n t i o n a l  e c o n o m i c  a n a l y s i s  h a s  a l w a y s  c o n t r a s t e d  t h e  
p r i v a t e  p r o f i t - s e e k i n g  e n t e r p r i s e s  w i t h  t h e  n o n p r o f i t  p u b l i c  e n ­
t i t i e s .  H o w e v e r ,  t h e  r o l e  o f  t h e  s t a t e  a s  ow ner  a n d  r e g u l a t o r  i n  
t h e  e c o n o m i e s  o f  W e s t e r n  E u r o p e  a n d ,  i n c r e a s i n g l y ,  i n  t h e  U n i t e d  
S t a t e s ,  h a s  p e r m e a t e d  s o  t h o r o u g h l y  t h a t  w h a t  i s  p u b l i c  a n d  w h a t  
i s  p r i v a t e ,  a n d  w h a t  i s  f o r  p r o f i t  a n d  w h a t  i s  n o t  f o r  p r o f i t ,  
a r e  n o  l o n g e r  e a s i l y  d i s t i n g u i s h e d . "
P a r t i c u l a r l y  i n  t h e  a r e a  o f  a e r o s p a c e ,  a t o m i c  e n e r g y ,  a n d  
m i l i t a r y  p r o c u r e m e n t ,  t h e  l i n e  t h a t  now d i v i d e s  t h e  p u b l i c  f r o m
s o - c a l l e d  p r i v a t e  o r g a n i z a t i o n s  i s  " s o  i n d i s t i n c t  a s  t o  b e  n e a r l y
3i m p e r c e p t i b l e . "  I n  n a m e ,  t h e s e  c o m p a n i e s  c o n s t i t u t e  p r i v a t e  
e n t e r p r i s e ,  b u t  n e a r l y  a l l  o f  t h e i r  o u t p u t  i s  p u r c h a s e d  b y  t h e  
f e d e r a l  g o v e r n m e n t ,  a n d  a l l  p r o f i t s  a b o v e  a n e g o t i a t e d  sum a r e  
r e t u r n e d  t o  t h e  g o v e r n m e n t .  R a t h e r  t h a n  p r i v a t e ,  t h e s e  f i r m s
t h e  w o rk  s o  t h a t  man c a n  l i v e  h u m a n e l y  on a s  w e l l  a s  o f f  t h e  j o b .  
I n  t h i s  r e s p e c t ,  t h e  t a s k  o f  t h e  o r g a n i z a t i o n  o f  w o rk  w i l l  b e  p a r ­
t i c u l a r l y  d i f f i c u l t  i n  t h e  f u t u r e  b e c a u s e  f o r  t h e  f i r s t  t i m e  s i n c e  
c r e a t i o n ,  man w i l l  b e  f a c e d  w i t h  h i s  p e r m a n e n t  p r o b l e m ,  "how t o  
u s e  h i s  f r e e d o m  f r o m  p r e s s i n g  e c o n o m i c  c a r e s ,  hew t o  o c c u p y  t h e  
l e i s u r e  w h i c h  s c i e n c e  a n d  c om pound  i n t e r e s t  w i l l  h a v e  won f o r  h i m ,  
t o  l i v e  w i s e l y  a n d  a g r e e a b l y  a n d  w e l l . "  S e e  J o h n  M a y n a r d  K e y n e s ,  
" E c o n o m i c  P o s s i b i l i t i e s  f o r  Our  G r a n d c h i l d r e n , "  i n  R e a d i n g s  i n  
E c o n o m i c s ,  e d .  b y  P a u l  A .  S a m u e l s o n  (New Y o rk :  M c G r a w - H i l l  Book
C om p a n y ,  1 9 7 0 ) ,  p.  4 0 2 .
* T h i s  s e c t i o n  was  d e v e l o p e d  w i t h  a s s i s t a n c e  f r o m  M ason ,  
" I n t r o d u c t i o n . "  Many r e f e r e n c e s  t h a t  f o l l o w  w e r e  f i r s t  f o u n d  
t h e r e ,  a n d  t h e n  t r a c e d  t o  t h e i r  o r i g i n a l  s o u r c e s  f o r  f u r t h e r  r e ­
s e a r c h .
■^Bell ,  "T he  A d e q u a c y  o f  Our C o n c e p t s , "  p p .  1 4 7 - 1 5 0 .
^ G a l b r a i t h ,  "The New I n d u s t r i a l  S t a t e , "  p .  3 9 9 .
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r e p r e s e n t  t h e  s e m i n a t i o n a l i z e d  b r a n c h  o f  t h e  e c o n o m y .  The  g o v e r n ­
m e n t ,  r a t h e r  t h a n  t h e  c o m p e t i t i v e  m a r k e t ,  d e t e r m i n e s  t h e i r  p r o f i t ­
a b i l i t y  a n d  e v e n  t h e i r  s u r v i v a l . *
On t h e  o t h e r  s i d e  o f  t h e  f e n c e ,  t h e r e  a r e  s o - c a l l e d  n o n ­
p r o f i t  p u b l i c  e n t e r p r i s e s ,  s u c h  a s  t h e  New Y ork  P o r t  A u t h o r i t y ,  
w h i c h  o b t a i n  t h e i r  f u n d s  b y  s e l l i n g  b o n d s  t o  p r i v a t e  i n v e s t m e n t  
i n s t i t u t i o n s .  T h e y  make e n o r m o u s  p r o f i t s  w h i c h  d o  n o t  g o  t o  t h e  
s t o c k h o l d e r s ,  b u t  w h i c h  a r e  r e i n v e s t e d  i n  new e n t e r p r i s e s  f a r  b e ­
y o n d  t h e  o r i g i n a l  c h a r t e r  o f  t h e s e  c o r p o r a t i o n s .  S i m i l a r l y ,  
m u t u a l  i n s u r a n c e  c o m p a n i e s  a n d  m u t u a l  s a v i n g s  b a n k s  a r e  n o n p r o f i t ,  
y e t  t h e i r  r a t e s ,  s a l a r i e s ,  a n d  p r a c t i c e s  a r e  v i r t u a l l y  i d e n t i c a l  
w i t h  t h e  c a p i t a l  s t o c k  i n s u r a n c e  c o m p a n i e s  a n d  s a v i n g s  b a n k s . ^
I n  t h e  f o r m s  o f  o r g a n i z a t i o n ,  t e c h n i q u e s  o f  m a n a g e m e n t ,  
a n d  m o t i v a t i o n s  a n d  a t t i t u d e s  o f  m a n a g e r s ,  t h e r e  i s  a g r e a t  d e a l
* M u r ra y  L .  W e id e n b a u m ,  a s  r e p o r t e d  i n  i b i d . ,  p p .  3 9 9 - 4 0 0 .  
D u r i n g  much o f  t h e  l a t e  s i x t i e s  B o e i n g  a n d  G e n e r a l  D y n a m i c s  s o l d  
o5 p e r  r e n t  o f  t h e i r  o u t p u t  t o  t h e  g o v e r n m e n t .  R a y t h e o n  s o l d  70 
p e r  c e n t ,  L o c k h e e d  s o l d  81 p e r  c e n t ,  a n d  R e p u b l i c  A v i a t i o n  s o l d  
100 p e r  c e n t .  What i s  m o r e ,  e x e c u t i v e s  move e a s i l y  a c r o s s  t h e  
l i n e .  On r e t i r e m e n t ,  t h e  a d m i r a l s  a n d  g e n e r a l s ,  a s  w e l l  a s  h i g h  
c i v i l  s e r v a n t s ,  g o  m o re  o r  l e s s  a u t o m a t i c a l l y  t o  t h e  more  c l o s e l y  
a s s o c i a t e d  i n d u s t r i e s .  I b i d . F o r  a n  a c c o u n t  o f  how s u c h  h i g h l y  
p l a c e d  o f f i c i a l s  a s  B r y c e  H a r l o w ,  C l a r e n c e  D. P a l m b y ,  C a r l  E .
B a g g e ,  J a m e s  F e r g u s o n ,  N i c h o l a s  K a t z e n b a c k ,  a n d  J a m e s  Needham 
move b e t w e e n  b u s i n e s s  a n d  g o v e r n m e n t ,  s e e  M i c h a e l  C .  J e n s e n ,
" M u s i c a l  C h a i r s  i n  B u s i n e s s  a n d  G o v e r n m e n t , "  New Y ork  T i m e s .
N ovem ber  1 2 ,  197,2, s e c .  3 ,  p .  1.
~ B e l l ,  "The  A d e q u a c y  o f  O u r  C o n c e p t s , "  p .  1 4 8 .  S i m i l a r l y ,  
t h o u g h  MIT, S t a n f o r d ,  C o l u m b i a ,  H a r v a r d ,  NYU, C o r n e l l ,  J o h n s  
H o p k i n s ,  Y a l e ,  a n d  W a s h i n g t o n  U n i v e r s i t i e s  a r e  p r i v a t e  i n s t i t u t i o n s ,  
n e a r l y  o n e - h a l f  b i l l i o n  d o l l a r s  o f  t h e i r  a n n u a l  b u d g e t  i n  19bb  
cam e f r o m  t h e  f e d e r a l  g o v e r n m e n t .  S e e  J a m e s  R i d g e w a y ,  The C l o s e d  
C o r p o r a t i o n : A m e r i c a n  U n i v e r s i t i e s  i n  C r i s i s ,  (New Y o r k :  B a l l a n -
t i n e  B o o k s ,  1 9 0 8 ) ,  p p .  2 1 2 -2 1 5 .
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o f  s i m i l a r i t y  b e t w e e n  p u b l i c  a n d  p r i v a t e  e n t e r p r i s e s .  T h i s  i s  
more  a f u n c t i o n  o f  t h e  a d m i n i s t r a t i v e  i m p e r a t i v e s  o f  a l a r g e  
o r g a n i z a t i o n  r a t h e r  t h a n  o f  i d e o l o g y ,  w h i c h  i s  u s u a l l y  i n v o k e d  
when a d i s t i n c t i o n  b e t w e e n  p u b l i c  a n d  p r i v a t e  e n t e r p r i s e s  i s  
m a d e .  B a s i c a l l y ,  a l a r g e  o r g a n i z a t i o n  " f a c i n g  f u n d a m e n t a l  s i m i ­
l a r  p r o b l e m s ,  a c t s  i n  f u n d a r a e n t a 1 l y  t h e  s a n e  way,  w h e t h e r  p u b l i c l y  
o r  p r i v a t e l y  o w n e d . " ^
As a r e s u l t  o f  t h e  r e m a r k a b l e  f l e x i b i l i t y  o f  t h e  A m e r i c a n  
a d m i n i s t r a t i v e  s y s t e m ,  g o v e r n m e n t s  a t  v a r i o u s  l e v e l s  h a v e  s o u g h t  
i n c r e a s i n g l y  t o  u s e  t h e  p r i v a t e  c o r p o r a t i o n  f o r  t h e  p e r f o r m a n c e  
o f  w h a t  a r e  e s s e n t i a l l y  p u b l i c  f u n c t i o n s . ~  P r i v a t e  b u s i n e s s  o r ­
g a n i s a t i o n s  s t i l l  e n j o y  a n  i m m u n i t y  f r o m  d e t a i l e d  g o v e r n m e n t  
s u p e r v i s i o n ,  w h i l e  a p u b l i c  o r g a n i z a t i o n  s u f f e r s  f r o m  a r c h a i c  
c i v i l  s e r v i c e  r u l e s  a n d  r i g i d  b u r e a u c r a t i c  i m m o b i l i t y .  P r i v a t e  
c o r p o r a t i o n s ,  i n  t u r n ,  p a r t i c u l a r l y  t h e  g i a n t  m u l t i n a t i o n a l  o n e s ,
*C. A. R .  C r o s l a n d ,  The F u t u r e  o f  S o c i a  1 i s m  (L o n d o n :  
J o n a t h a n  C a p e ,  I n c . ,  1 9 5 7 ) ,  p .  4 8 0 .
>
" ' A c c o r d i n g  t o  B e l l ,  t h i s  a l s o  comes f r o m  t h e  d i s t i n c t i v e
r o l e  o f  g o v e r n m e n t  a s  t h e  " f u n d e r , "  b u t  n o t  t h e  o p e r a t o r ,  o f
a c t i v i t i e s .  As a s p e c i f i c  i n s t a n c e ,  he  c i t e s  t h e  e m e r g e n c e ,  i n  
t h e  t e n  y e a r s  a f t e r  W o r ld  War I I ,  o f  t h e  n o n p r o f i t  s y s t e m s ,  r e ­
s e a r c h  a n d  d e v e l o p m e n t  c o r p o r a t i o n s .  The  c r e a t i o n  o f  Rand C o r p o r a ­
t i o n ,  h o u s e d  o r i g i n a l l y  a t  D o u g l a s  A i r c r a f t  C o r p o r a t i o n  a s  a " t h i n k  
f a c t o r y "  f o r  t h e  A i r  F o r c e ,  p r o v i d e d  a m o d e l  w h i c h  was q u i c k l y  u s e d  
b y  t h e  D e f e n s e  D e p a r t m e n t  a n d  o t h e r  g o v e r n m e n t  a g e n c i e s  t o  c r e a t e  
w h a t  i s  e s s e n t i a l l y  a new f o r m .  I n  some c a s e s ,  t h e s e  new g r o u p i n g s  
a r e  i n d e p e n d e n t  c o r p o r a t i o n s ;  i n  o t h e r s ,  t h e y  a r e  h o u s e d  i n  u n i ­
v e r s i t i e s  o r  a r e  m a n ag ed  b y  a c o n s o r t i u m  o f  u n i v e r s i t i e s .  T h e r e  
a r e  n e a r l y  5 0 0  s u c h  n o n p r o f i t  d e f e n s e  c o n t r a c t o r s  w hose  a n n u a l  
b i l l i n g  i n  t h e  f i s c a l  y e a r  1907  a m o u n t e d  t o  m ore  t h a n  o n e - h a l f
b i l l i o n  d o l l a r s .  See  B e l l ,  "T h e  A d e q u a c y  o f  Our  C o n c e p t s , "  p .  148 ;
a n d  R i d g e w a y ,  The  C l o s e d  C o r p o r a t i o n ,  p p .  1 9 9 - 2 1 0 .
a f f e c t  a n d  m o l d  p u b l i c  p o l i c y  b o t h  a t  home a n d  a b r o a d . *  T h u s ,
I f  t h e  q u e s t i o n  / o f  p u b l i c  v e r s u s  p r i v a t e /  i s  s e e n  i n  
r e a l i s t i c  t e r m s ,  we s h a l l  h a v e  t o  d e v i s e  some way o f  
c a l c u l a t i n g  w h e t h e r  a p a r t i c u l a r  f u n c t i o n  c a n  b e  p e r ­
f o r m e d  b e s t  i n  t h e  p u b l i c  i n t e r e s t  a s  a c o m p l e t e l y  
g o v e r n m e n t  o p e r a t i o n  a t  t h e  one e x t r e m e ,  o r  a com­
p l e t e l y  p r i v a t e  o p e r a t i o n  a t  t h e  o t h e r  e x t r e m e ,  o r  
b y  some m i x t u r e  o f  t h e  n e a r l y  i n f i n i t e  p o s s i b i l i t i e s  
o f  e l e m e n t s  o f  o w n e r s h i p  r e g u l a t i o n  a n d  m a n a g e m e n t  
t h a t  ou r  v a r i e t y  o f  p r e c e d e n t  s u g g e s t s .  . .
I n  t h e  a b o v e  p e r s p e c t i v e ,  t h e  f o l k l o r e  o f  c a p i t a l i s m  c o n ­
c e r n i n g  t h e  s o c i a l i s m - v e r s u s - f r e e  e n t e r p r i s e  d e b a t e  s e e m s  t o  h a v e  
l o s t  m o s t  o f  i t s  s t e a m .  I n s o f a r  a s  c o r p o r a t e  c a p i t a l i s m  i s  c o n ­
c e r n e d ,  p r i v a t e  o w n e r s h i p  i s  s i m p l y  a l e g a l  f i c t i o n .  I t  i s  a 
t e n d e n c y  o f  b i g  e n t e r p r i s e  t o  s o c i a l i z e  i t s e l f ;  a p o i n t  i s  r e a c h e d  
i n  t h e  g r o w t h  o f  s u c h  e n t i t i e s  when " t h e  s t o c k h o l d e r s  a r e  a l m o s t  
e n t i r e l y  d i s s o c i a t e d  f r o m  t h e  m a n a g e m e n t ,  w i t h  t h e  r e s u l t  t h a t
t h e  d i r e c t  p e r s o n a l  i n t e r e s t  o f  t h e  l a t t e r  i n  t h e  m a k i n g  o f  g r e a t
3
p r o f i t  b e c o m e s  q u i t e  s e c o n d a r y . "
F o r  i n s t a n c e ,  i n  t e s t i m o n y  b e f o r e  t h e  S e n a t e  F o r e i g n  
R e l a t i o n s  S u b c o m m i t t e e ,  t h e  e x e c u t i v e s  o f  I n t e r n a t i o n a l  T e l e p h o n e  
a n d  T e l e g r a p h  C o r p o r a t i o n  a d m i t t e d  t h a t  i n  1 9 7 0  t h e y  t r i e d  t o  
e n l i s t  t h e  C e n t r a l  I n t e l l i g e n c e  A g e n c y  a n d  o t h e r  g o v e r n m e n t  a g e n ­
c i e s  i n  s c h e m e s  t o  p r e v e n t  t h e  e l e c t i o n  o f  M a r x i s t  S a l v a d o r  
A l l e n d e  a s  C h i l e ' s  p r e s i d e n t ,  and  t o  d i s r u p t  t h e  c o u n t r y ' s  e c o n ­
omy. The a d m i s s i o n  o f  t h i s  c a s e  c r e a t e d  a s c a n d a l ,  p a r t i c u l a r l y  
when many c o m p a n i e s  a r e  u r g i n g  t h e  g o v e r n m e n t  t o  d o  m ore  t o  h e l p  
th e m  m e e t  r i s i n g  i n t e r n a t i o n a l  c o m p e t i t i o n .  S e e  " F o r e i g n  Com­
m e n t a r y :  The Q u e s t i o n s  t h e  ITT C a s e  R a i s e s , "  B u s i n e s s  Week,
M arch  3 1 ,  1 9 7 3 ,  p .  4 2 . S e e  a l s o  M ason ,  " I n t r o d u c t i o n , "  p p .  1 5 -  
19 .
^Don K. P r i c e ,  " C r e a t i v i t y  i n  t h e  P u b l i c  S e r v i c e s , "  i n  
P u b l i c  P o l i c y ,  The Y e a r b o o k  o f  H a r v a r d  G r a d u a t e  S c h o o l  o f  P u b l i c  
A d m i n i s t r a t i o n ,  1959 ( C a m b r i d g e :  G r a d u a t e  S c h o o l  o f  P u b l i c  A d­
m i n i s t r a t i o n ,  H a r v a r d  U n i v e r s i t y ,  1 9 5 9 ) ,  p .  8 9 .
q
J o h n  M a y n a rd  K e y n e s ,  E s s a y s  i n  P e r s u a s i o n  ( L o n d o n :  
M a c m i l l a n  & Com pany ,  1 9 3 1 ) ,  p p .  3 1 4 - 3 1 5 .
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I n  e a r l i e r  e r a s ,  p r o p e r t y  o w n e r s h i p  was  c o n c e i v e d  i n  
a l a r g e r  i n d i v i d u a l  a n d  s o c i a l  m a t r i x .  By t h e  n i n e t e e n t h  c e n ­
t u r y ,  t h e  c a p i t a l i s t  ow ner  was " f u l l - b l o o d e d "  a n d  r e a d y  t o  f i g h t  
f o r  h i s  p r o p e r t y  a g a i n s t  a n y  e n c r o a c h m e n t .  I n  t h e  e r a  o f  c o r ­
p o r a t e  o w n e r s h i p ,  h o w e v e r ,  t h e  p r e s e n t  s t o c k - a n d - b o n d  ow ner  h a s  
o n l y  t h e  v a g u e s t  i d e a  a b o u t  w h e r e  h i s  p r o p e r t y  i s  o r  o f  w h a t  i t  
c o n s i s t s .  He i s  r a r e l y  a n  ow ner  l i k e  t h e  p r o p e r t y  ow ner  o f  
e a r l i e r  d a y s ,  who was i n v o l v e d  d i r e c t l y  a n d  p s y c h o l o g i c a l l y  i n  
t h e  f a t e  o f  a n  e n t e r p r i s e . * -
T h i s  k i n d  o f  o w n e r s h i p  d e s c r i p t i o n  b e t t e r  f i t s  t h e  em­
p l o y e e s  o f  t h e  c o r p o r a t i o n .  The s t o c k h o l d e r s ,  i n  c o n t r a s t ,  a r e  
m o s t l y  i n - a n d - o u t ,  w i t h  l i t t l e  c o n t i n u i n g  i n t e r e s t  i n  t h e  e n t e r ­
p r i s e .  T h e i r  i n - a n d - o u t  p r o c e d u r e  d o e s  i n d e e d  p r o v i d e  a d i s c i ­
p l i n a r y  f o r c e  t h a t  may p r o d  t h e  c o r p o r a t e  m a n a g e m e n t  t o  p e r f o r m  
m o re  e f f e c t i v e l y ,  b u t  t h i s  i s  more  i n  t h e  f o r m  o f  a c o u n t e r v a i l ­
i n g  po w er  t h a n  o w n e r s h i p .  On t h e  o t h e r  h a n d ,  i n  a s o c i e t y  o f
As S c h u m p e t e r  r e m a r k s ,  i t  i s  i n d e e d  i r o n i c  t h a t  t h e  
c a p i t a l i s t  p r o c e s s  p u s h e s  i n t o  t h e  b a c k g r o u n d  a l l  t h o s e  i n s t i t u ­
t i o n s  t h a t  e x p r e s s  t h e  n e e d s  a n d  w ays  o f  t r u l y  p r i v a t e  e c o n o m i c  
a c t i v i t y .  F u r t h e r m o r e ,  b y  s u b s t i t u t i n g  a m e re  p a r c e l  o f  s h a r e s  
f o r  t h e  w a l l s  a n d  m a c h i n e s  o f  a f a c t o r y ,  t h e  c a p i t a l i s t  p r o c e s s  
t a k e s  t h e  l i f e  o u t  o f  t h e  i d e a  o f  p r o p e r t y .  T h i s  l e a d s  t o  t h e  
e v a p o r a t i o n  o f  t h e  m a t e r i a l  s u b s t a n c e  o f  p r o p e r t y - - i t s  v i s i b l e  
a n d  t o u c h a b l e  r e a l i t y .  D e m a t e r i a l i z e d ,  d e f u n c t i o n a l i z e d  a n d  
a b s e n t e e  o w n e r s h i p ,  S c h u m p e t e r  c o n c l u d e s ,  d o e s  n o t  i m p r e s s  a n d  
c a l l  f o r t h  m o r a l  a l l e g i a n c e  a s  t h e  v i t a l  f o r m  o f  p r o p e r t y  o n c e  
d i d .  S e e  S c h u m p e t e r ,  C a p i t a l i s m .  S o c i a l i s m  a n d  D e m o c r a c y ,  p p .  
1 3 9 - 1 4 2 .  S i m i l a r l y ,  Mason c o n c l u d e s  t h a t  t h e  e i g h t e e n t h  c e n t u r y  
e c o n o m i c  j u s t i f i c a t i o n s  o f  p r i v a t e  p r o p e r t y  b a s e d  on t h e  a s s u m p ­
t i o n  t h a t  o w n e r s h i p  c a r r i e s  w i t h  i t  c o n t r o l  l a c k  r e l e v a n c e  i n  a 
c o r p o r a t e  u n i v e r s e .  I t  i s  d i f f i c u l t  t o  s e e  i n  t h e  o w n e r s h i p  o f  
c o r p o r a t e  s e c u r i t i e s  t h e  s o u r c e  o f  t h a t  i n v i g o r a t i n g  m o r a l ,  
s o c i a l ,  a n d  p o l i t i c a l  d e v e l o p m e n t  t h a t  J e f f e r s o n  saw i n  p r i v a t e  
p r o p e r t y .  S e e  M as o n ,  " I n t r o d u c t i o n , "  p p .  1 4 - 1 5 .
w age  a n d  s a l a r i e d  e m p l o y e e s ,  t h e  c o r p o r a t i o n  p r o v i d e s  a s o c i a l  
i n s t i t u t i o n  f o r  i t s  e m p l o y e e s  t o  i n h a b i t .  I f  we c o n c e i v e  o f  
s t o c k h o l d e r s  n o t  a s  o w n e r s  b u t  m e r e l y  a s  l e g i t i m a t e  c l a i m a n t s  
t o  some f i x e d  s h a r e  o f  t h e  p r o f i t s  o f  a c o r p o r a t i o n ,  t h e n  i t  i s  
c e r t a i n l y  n o t  a p r i v a t e  p r o p e r t y  i n s t i t u t i o n ,  a n d  t h e  c o n c e p t  
o f  s t o c k h o l d e r s  a s  o w n e r s  o f  t h e  c o r p o r a t i o n  i s  r e d u c e d  t o  a 
m e re  l e g a l  f i c t i o n . *
I n  t h e  M a r x i a n  a s  w e l l  a s  t h e  n e o c l a s s i c a l  e c o n o m i c  
s c h e m e s ,  c a p i t a l i s m  was  g e n e r a l l y  c o n s i d e r e d  a n  e c o n o m i c  s y s t e m  
i n  w h i c h  t h e  means  o f  p r o d u c t i o n  w e r e  p r i v a t e l y  owned a n d  t h e  
m e c h a n i s m  o f  t h e  m a r k e t  r e g u l a t e d  t h e  m a i n  c u r r e n t s  o f  e c o n o m i c  
a c t i v i t y .  T h e s e  s c h e m e s  a l s o  i m p l i e d  t h a t  t h e  e c o n o m i c  m a c h i n e r y  
i n  a c a p i t a l i s t  econom y  h a s  a d o m i n a n t  s u p e r s t r u c t u r e  a p a r t  f r o m  
t h e  r e s t  o f  t h e  s o c i e t a l  s t r u c t u r e .  S i n c e  W o r l d  War I I ,  h o w e v e r ,
* B e l l ,  "The  C o r p o r a t i o n  a n d  S o c i e t y  i n  1 9 7 0 ' s , "  p p .  2 3 - 2 9 .  
T h e r e  i s  a n  e n o r m o u s  a m o u n t  o f  l i t e r a t u r e  a v a i l a b l e  b o t h  f a v o r i n g  
a n d  o p p o s i n g  t h i s  t h e m e ,  v a r y i n g  f r o m  t h e  c l a s s i c  B e r l e - D o d d  d e ­
b a t e  i n  t h e  H a r v a r d  Law Re v i e w ,  t o  t h e  w r i t i n g s  o f  T hu rm an  A r n o l d  
f r o m  t h e  t h i r t i e s  u n t i l  t h e  p r e s e n t .  O p p o n e n t s  o f  t h i s  v i e w ,  l i k e  
F r i e d m a n ,  s e e  t h e  c o r p o r a t i o n  a s  f u n d a m e n t a l l y  a n  a r t i f i c i a l  p e r ­
s o n ,  a n d  t h e  c o r p o r a t e  m a n a g e r  a s  s i m p l y  a n  a g e n t  o f  t h e  i n d i v i d u a l  
s h a r e h o l d e r s .  The u n d e r l y i n g  r e a s o n  f o r  t h e i r  v ie w  i s  t h a t  a 
s t o c k h o l d e r  a s  a n  ow ner  h a s  p u t  u p  t h e  e q u i t y  c a p i t a l  a n d  t a k e n  a
r i s k .  D a v e n p o r t  s u g g e s t s  t h a t  t h e  h e a r t  o f  t h e  m a t t e r  i s  t h e
q u e s t i o n  o f  t h e  n a t u r e  o f  t h e  c o r p o r a t i o n :  I s  t h e  c o r p o r a t i o n  p r i ­
m a r i l y  a n  i n s t r u m e n t  o f  o w n e r s - - l e g a l l y  t h e  s t o c k h o l d e r s - - o r  i s  i t  
a n  a u t o n o m o u s  e n t e r p r i s e  w h i c h ,  d e s p i t e  i t s  p a r t i c u l a r  h i s t o r y ,  
h a s  b e c o m e — o r  s h o u l d  b e c o m e - - a n  i n s t r u m e n t  f o r  s e r v i c e  t o  s o c i e t y  
i n  a s y s t e m  o f  p l u r a l i s t  p o w e r ?  S e e  A d o l p h  A. B e r l e ,  J r . ,  " C o r ­
p o r a t e  P o w e r s  a s  P o w e r s  i n  T r u s t , "  H a r v a r d  Law R e v i e w ,  XLIV (May,  
1 9 3 1 ) ,  1 0 4 9 - 1 0 7 0 ;  E .  M e r r i c  D o d d ,  J r . ,  " F o r  Whom A re  C o r p o r a t e  
M a n a g e r s  T r u s t e e s ? "  H a r v a r d  Law R e v i e w .  XLV (May,  1 9 3 2 ) ,  1 1 4 5 -  
1 1 0 4 ;  T hu rm an  A r n o l d ,  The Myth  &_ F o l k l o r e  o f  C a p i t a l i s m  (New H a v e n :  
Y a l e  U n i v e r s i t y  P r e s s ,  1 9 3 7 ) ;  M i l t o n  F r i e d m a n ,  C a p i t a l i s m  a n d  
F r e e d o m ; a n d  J o h n  D a v e n p o r t ,  " B a n k  o f  A m e r i c a  I s  N o t  f o r  B u r n i n g , "
F o r t u n e ,  J a n u a r y ,  1 9 7 1 ,  p p .  9 1 - 9 3 ,  1 5 j .
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t h e  r a n g e  a n d  d e p t h  o f  g o v e r n m e n t  p e n e t r a t i o n  i n t o  t h e  e c o n o m i c  
p r o c e s s  h a v e  u n d e r g o n e  a r a d i c a l  a n d  d e c i s i v e  i n c r e a s e .  P a r t i c u ­
l a r l y  i n  t h e  U n i t e d  S t a t e s ,  m i l i t a r y ,  s p a c e ,  a n d  o t h e r  g o v e r n m e n t a l  
e x p e n d i t u r e s  h a v e  b e e n  g r e a t l y  e n l a r g e d .  A c t i v i t i e s  o f  t h e  f e d e r a l ,  
s t a t e ,  a n d  l o c a l  g o v e r n m e n t s  i n  p r o v i d i n g  c o m m u n i t y  s e r v i c e s  h a v e  
e x p a n d e d  i n  t h e  u n p r e c e d e n t e d  g r o w t h  o f  h e a l t h ,  e d u c a t i o n ,  a n d  
w e l f a r e  f u n c t i o n s .  T h i s  h a s  c r e a t e d  a p o l i t i c a l  s u p e r s t r u c t u r e  
w h i c h  now d o m i n a t e s  t h e  econom y a n d  e x e r c i s e s  a c o n t r o l  o v e r  t h e  
e n t i r e  e c o n o m i c  s p e c t r u m  t h a t  was n o t  a n t i c i p a t e d . *
The s o - c a l l e d  n o n p r o f i t  p u b l i c  s e c t o r  now a c c o u n t s  f o r  
a b o u t  o n e - f o u r t h  o f  t h e  g r o s s  n a t i o n a l  p r o d u c t .  D u r i n g  t h e  f i f t i e s ,  
one  o u t  o f  e v e r y  t e n  new j o b s  a d d e d  t o  t h e  econom y  was  g e n e r a t e d  
i n  t h e  p u b l i c  s e c t o r .  D u r i n g  t h e  s i x t i e s ,  n o t  l e s s  t h a n  o n e - t h i r d  
a n d  p o s s i b l y  a l m o s t  t w o - f i f t h s  o f  a l l  e m p l o y m e n t  was  a c c o u n t e d  f o r  
by  t h e  a c t i v i t i e s  o f  t h i s  s e c t o r . ^  The econom y  t h a t  a c c o m m o d a t e s  
s u c h  a n  o v e r w h e l m i n g  p u b l i c  s e c t o r  c a n  b e t t e r  be  d e s c r i b e d  a n d  
a n a l y z e d  a s ,  t o  s a y  t h e  l e a s t ,  a m i x e d  e c o n o m y .
* R o b e r t  L .  H e i l b r o n e r ,  ' T h e  F u t u r e  o f  C a p i t a l i s m , "  W o r I d ,  
S e p t e m b e r  12 ,  197.2,  p p .  ^ 7 - 3 0 .
•^See E l i  G i n z b e r g ,  D a l e  L .  H i e s t a n d ,  a n d  B e a t r i c e  G. 
R e u b e n s ,  The  P l u r a l i s t i c  Economy (New Y o r k :  M c G r a w - H i l l  Book
Company,  1 9 0 5 ) ,  c h s . 4 - 0 ;  a n d  B e l l ,  " T h e  A d e q u a c y  o f  O ur  C o n c e p t s , "  
p p .  1 4 7 - 1 5 0 .
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XI I .  CONCLUSION
A. A N a t i o n a l  S o c i e t y
A m o d e l  o f  t h e  n a t i o n a l  s o c i e t y  p r o v i d e s  a f r a m e w o r k  f o r
t h e  n a t i o n  a n d  i t s  s u b u n i t s  t o  o r i e n t  t h e i r  i n t e r n a l  a n d  e x t e r n a l
r e l a t i o n s h i p s .  More p a r t i c u l a r l y ,
a n a t i o n a l  s o c i e t y ,  t a k e n  i n  i t s  f u l l  c o n c r e t e n e s s ,  i n ­
v o l v e s  a human p o p u l a t i o n  i n h a b i t i n g  a b i o - p h y s i c a 1 
e n v i r o n m e n t ,  u s i n g  n u m e r o u s  a r t i f a c t s  t h a t  a r e  p r o d u c e d ,  
m a i n t a i n e d ,  a n d  u s e d  b y  m e an s  o f  k n o w l e d g e s  a n d  s k i l l s .
The s o c i e t y ' s  m em bers  r e l a t e  t h e m s e l v e s  t o  m embers  o f  
o t h e r  s o c i e t i e s ,  a n d  some r e l a t i o n s  a r e  r e p r e s e n t a t i v e  
f o r  t h e  e n t i r e  s o c i e t y  a s  a c o l l e c t i v e  u n i t .  A t  a n y  
p o i n t  i n  t i m e ,  t h e  s o c i e t y ' s  m em bers  c a r r y  a d e s c r i b -  
a b l e  c u l t u r e ,  i n c l u d i n g  l a n g u a g e ,  c o n c e p t s ,  s c i e n c e ,  
l a w ,  b e l i e f s ,  v a l u e s ,  g o a l s ,  s y m b o l s ,  a n d  n u m e ro u s  
no rm s  p r o v i d i n g  d e f i n i t i o n  o f  b e h a v i o r ,  t h o u g h t s  a n d  
f e e l i n g s . *
I n c r e a s i n g l y  a p a r t  f r o m  t h e  l o c a l  a n d  r e g i o n a l  d i f f e r e n c e s  
w h i c h  o n c e  f r a g m e n t e d  i t ,  t h e  A m e r i c a n  n a t i o n  h a s  e m e r g e d  i n t o  
one s o c i e t y  i n  t h e  f u n d a m e n t a l  s e n s e  t h a t  t h e  c h a n g e s  t a k i n g  
p l a c e  i n  one s e c t i o n  o f  t h e  s o c i e t y  h a v e  i m m e d i a t e  a n d  r e p e r c u s -  
s i v e  e f f e c t s  i n  a l l  t h e  o t h e r s .  I n  t h i s  r e s p e c t ,  i t  h a s  b eco m e  
a g e n u i n e l y  n a t i o n a l  s o c i e t y . “
^ R o b i n  M. W i l l i a m s ,  J r . ,  "A M o d e l  o f  S o c i e t y - - T h e  A m e r i ­
c a n  C a s e , "  i n  Â  G r e a t  S o c i e t y ? e d .  by  G r o s s ,  p .  4 0 .  W i l l i a m s  
f u r t h e r  s t a t e s  t h a t  t h e  m a j o r  n o r m a t i v e  s t r u c t u r e s  i n  a l l  s o c i ­
e t i e s  a r e  t h e  i n s t i t u t i o n s  w h i c h  i n t e r c o n n e c t  " s u b s y s t e m s  o f  
i m p o r t a n t  o b l i g a t o r y  n o rm s  g u i d i n g  c o n d u c t  i n  s e t s  o f  s t a t u s  
r o l e s  t h a t  c o h e r e  a r o u n d  m a j o r  f o c i  o f  i n t e r e s t s . "  F o r  W i l l i a m s ,  
t h e  m a j o r  i n s t i t u t i o n s  o f  s o c i e t y  i n c l u d e  t h e  f o l l o w i n g :  ( 1 )  k i n ­
s h i p  a n d  f a m i l y ,  ( 2 )  s o c i a l  s t r a t i f i c a t i o n ,  ( 3 )  e c o n o m y ,
( 4 )  p o l i t y ,  ( 5 )  e d u c a t i o n ,  ( o )  r e l i g i o n ,  a n d  ( 7 )  r e c r e a t i o n .
I b i d . ,  p p .  4 0 - 4 1 .
^ F o r  e x a m p l e ,  i n  t h e  m i d s t  o f  t h e  s e v e r e  e c o n o m i c  d e p r e s ­
s i o n  o f  1 8 9 3 ,  a g r o u p  o f  u n e m p l o y e d ,  t h e  s o - c a l l e d  " C o x e y ' s  A r m y , "  
b e g a n  a m a r c h  on W a s h i n g t o n  f r o m  M a s s i l i o n ,  O h i o .  T en  t h o u s a n d
T he  e n o r m o u s  p r o b l e m s  o f  e d u c a t i o n ,  t r a n s p o r t a t i o n ,  
w e l f a r e ,  u r b a n  r e n e w a l ,  a i r  a n d  w a t e r  p o l l u t i o n ,  m e d i c a l  c a r e ,  
a n d  t h e  l i k e  a r e  now v i e w e d  a s  n a t i o n a l  i n  s c o p e ,  a n d  a r e  p a s s e d  
on t o  t h e  n a t i o n a l  s o c i e t y  f o r  s o l u t i o n . *  The m a i n  t h r u s t  o f  
t h i s  d e v e l o p m e n t  i s  t o  c r e a t e  a n  i n t e g r a t e d  m a ss  s o c i e t y  w h e r e  
we h a v e :  ( 1 )  a n  i n t e r t w i n e d  n a t i o n a l  e c o n o m y ,  i n  w h i c h  b o t h
p u b l i c  a n d  p r i v a t e  s e c t o r s  c o o p e r a t e  w i t h  e a c h  o t h e r  f o r  t h e  
t o t a l  s o c i e t a l  b e n e f i t ;  (2 ) a n a t i o n a l  p o l i t y ,  i n  w h i c h  t h e  
g o v e r n m e n t  h a s  b e c o m e  a n  a c t i v e  f o r c e  f o r  s o c i a l  c h a n g e ;  ( 3 )  a 
w e l f a r e  s o c i e t y ,  i n  w h i c h  m e d i c a l  c a r e ,  e d u c a t i o n ,  a n d  in c o m e  
m a i n t e n a n c e  f o r  t h e  d i s a d v a n t a g e d  h a v e  becom e a r e s p o n s i b i l i t y  
o f  t h e  f e d e r a l  g o v e r n m e n t ;  a n d  ( 4 )  a n a t i o n a l  c u l t u r e ,  w h i c h
men b e g a n  t h e  m a r c h ,  b u t  b y  t h e  t i m e  t h e y  r e a c h e d  W a s h i n g t o n  some 
w e e k s  l a t e r ,  t h e  r a n k s  h a d  d w i n d l e d  t o  a h a n d f u l .  By c o n t r a s t ,  
i n  1 9 0 3 ,  M a r t i n  L u t h e r  K i n g ,  J r .  a n d  A. P h i l i p  R a n d o l p h  c a l l e d  
f o r  a m a rc h  on W a s h i n g t o n ,  a n d  i n  f o r t y - e i g h t  h o u r s  a l m o s t  a 
q u a r t e r  o f  a m i l l i o n  p e r s o n s  h a d  d e s c e n d e d  on t h e  n a t i o n ' s  c a p i t a l .  
B e l l  n o t e s  t h a t ,  b e c a u s e  o f  t h e  f u n d a m e n t a l  c h a n g e  i n  t h e  c o m m u n i ­
c a t i o n  p r o c e s s e s ,  t h e r e  i s  t h e  i n c r e a s e d  p o s s i b i l i t y  f o r  m a s s  
p r e s s u r e  a s  a m eans  w h e r e b y  a n y  g r o u p  c a n  o b t a i n  i t s  d e m a n d s  a n d  
t h e r e b y  p r o v i d e  a f u r t h e r  s o u r c e  o f  s t r a i n  on t h e  n a t i o n a l  s y s t e m .  
S e e  D a n i e l  B e l l ,  " U n s t a b l e  A m e r i c a :  T r a n s i t o r y  a n d  P e r m a n e n t
F a c t o r s  i n  a N a t i o n a l  C r i s i s , "  E n c o u n t e r ,  J u n e ,  1 9 7 0 ,  p p .  2 0 - 2 1 ,
^ W i l l i a m s  v i e w s  t h i s  a s  a s h i f t  i n  t h e  d i r e c t i o n  o f  w h a t  
h e  c a l l s  a n  i n t e g r a t e d  m a s s  s o c i e t y .  F o r  h im ,  t h e  d o m i n a n t  t r e n d s  
a r e  t o w a r d  a f f l u e n c e ,  c o n s e n s u s ,  c e n t r a l i z a t i o n ,  a d v a n c e d  t e c h ­
n o l o g y ,  h i g h  l e v e l  o f  f o r m a l  e d u c a t i o n ;  e q u a l i z a t i o n  o f  r i g h t s ,  
p r i v i l e g e s ,  a n d  s u b s t a n t i v e  c o n d i t i o n s  o f  r e g i o n s ,  r a c e s ,  e t h n i c  
g r o u p i n g s ,  a n d  r e l i g i o u s  g r o u p i n g s ;  s e c u r i t y  a n d  e n j o y m e n t  v a l u e s ;  
low t e n s i o n ;  a n d  i n c r e a s e d  e x p r e s s i v e n e s s .  S u p p o r t i n g  t h e s e  
t r e n d s  a r e  t h e  m a i n  m o v e m e n ts  f r o m  p a r t i c u l a r i s m  t o  u n i v e r s a l i s m ,  
f r o m  a s c r i p t i o n  t o  a c h i e v e m e n t ,  f r o m  a f f e c t i v i t y  t o  a f f e c t i v e  
n e u t r a l i t y ,  f r o m  d i f f u s e n e s s  t o  s p e c i f i c i t y ,  a n d  f r o m  s e l f - i n t e r e s t  
t o  c o l l e c t i v e  i n t e r e s t .  S e e  R o b i n  M. W i l l i a m s ,  J r . ,  " S o c i a l  
C h a n g e  a n d  S o c i a l  C o n f l i c t :  B ase  R e l a t i o n s  i n  t h e  U n i t e d  S t a t e s ,
1 9 4 4 - 1 9 0 4 , "  S o c i o l o g i c a l  I n q u i r y ,  XXXV ( W i n t e r ,  1 9 0 5 ) ,  8 - 2 5 ;  a n d  
W i l l i a m s ,  "A M o d e l  o f  S o c i e t y - - T h e  A m e r i c a n  C a s e , "  p p .  4 0 - 5 0 .
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d i f f u s e s  p o p u l a r  a r t  t h r o u g h  t h e  m a ss  m e d i a . ^
T h e  i n c r e a s e d  o b j e c t i v e  i n t e r d e p e n d e n c e  on a n a t i o n a l
s c a l e ,  p a r t i c u l a r l y  i n  e c o n o m i c ,  t e c h n o l o g i c a l ,  a n d  p o l i t i c a l
a c t i v i t i e s ,  a n d  d e c r e a s e d  l o c a l  i s o l a t i o n  a n d  a u t o n o m y  h a v e
a c c e l e r a t e d  t r e n d s  t o w a r d  n a t i o n a l  c e n t r a l i z a t i o n  a n d  u n i f o r m i t y
w h i c h  a r e  e v i d e n t  i n  t h e  f e d e r a l  g o v e r n m e n t ,  i n  t h e  e d u c a t i o n
s y s t e m ,  a n d  i n  v i r t u a l l y  e v e r y  o t h e r  s e c t o r  o f  t h e  s o c i e t y .  The
e m e r g e n c e  o f  a  v a r i e t y  o f  a c t i v i t i e s  t h a t  a r e  c a r r i e d  on a t  a
n a t i o n a l  s c a l e ,  i n c l u d i n g  a f e d e r a l  a d m i n i s t r a t i v e  s t r u c t u r e  o f
u n p r e c e d e n t e d  d i m e n s i o n s ,  c l o s e s  t h e  f u l l  c i r c l e  o f  t h e  A m e r i c a n
n a t i o n a l  s o c i a l  s y s t e m . ^
G i v e n  t h e  c o o r d i n a t i v e  n e e d s  o f  a n a t i o n a l  s o c i e t y ,  a
n a t i o n a l  s t a t e  w i l l  h a v e  t o  p r o v i d e  a n  e f f e c t i v e  c e n t r a l i z e d
g o v e r n m e n t  t h a t  c l a i m s  a f i n a l  m o n o p o l y  o f  p o l i t i c a l  a u t h o r i t y
i n  t h e  l e g i t i m a t e  u s e  o f  c o e r c i o n  a n d  o r g a n i z e d  p h y s i c a l  v i o l e n c e .
H o w e v e r ,  s u c h  a g o v e r n m e n t a l  s t r u c t u r e  i s  c e n t r a l i z e d  e f f e c t i v e l y
o n l y  i n  t h e  a r e a  o f  p o l i c y  f o r m u l a t i o n  a n d  f u n d i n g .  The  o p e r a t i v e
f u n c t i o n s  s h o u l d  be  i n  t h e  h a n d s  o f  r e g i o n a l  o r  m e t r o p o l i t a n ,
p r o f i t - o r i e n t e d  o r  n o n p r o f i t ,  o r g a n i z a t i o n s  w hose  s i z e ,  s c o p e ,
a n d  c o m p e t e n c e  w o u l d  b e  a p p r o p r i a t e  t o  t h e  f u n c t i o n s  t h a t  n e e d
3
t o  b e  p e r f o r m e d .
* B e l l ,  " T h e  A d e q u a c y  o f  O u r  C o n c e p t s , "  p p .  1 4 5 - 1 4 7 .  
^ W i l l i a m s ,  "A M o d e l  o f  S o c i e t y - - T h e  A m e r i c a n  C a s e , "  p p .
3 7 - 5 0 .
3 I b i d .
B. D i le m m a s  o f  C o l l e c t i v e  D e c i s i o n - m a k i n g
A s o c i a l  s y s t e m  c a n  b e  s e e n  a s  a n  " e n e r g i z e d  web  o f  
o v e r l a p p i n g  i n t e r a c t i o n s  among s o c i a l  a c t o r s ,  s u f f i c i e n t l y  
s t a b i l i z e d  t o  p e r m i t  u s  t o  d i s c e r n  r e c u r r e n t  r e l a t i o n s h i p s  a n d  
i n s t i t u t i o n a l  p a t t e r n s T h e  b a s i c  i d e a  h e r e  i s  t h a t  a c t i v i t i e s  
o f  men a r e  m u t u a l l y  i n t e r t w i n e d  a n d  t h a t  a n y  a c t i v i t y  i n  s o c i e t y  
i s  n o t  i n d e p e n d e n t  o f  a n y  o t h e r s ;  t h e r e f o r e ,  i t  s h o u l d  b e  s p e c i ­
f i e d  i n  t e r m s  o f  o t h e r s .  I n  a t i g h t l y  i n t e r w o v e n  n a t i o n a l  
s o c i e t y ,  t h i s  m u t u a l i t y  o f  a c t i v i t i e s  i s  i n c r e a s e d  m u l t i f o l d .
I n  a n a t i o n a l  s o c i e t y ,  m ore  g o o d s  a n d  s e r v i c e s  w o u ld  o f  
n e c e s s i t y  h a v e  t o  be  p u r c h a s e d  c o m m u n a l l y .  S e r v i c e s  s u c h  a s  t h e  
c l e a n - u p  o f  p o l l u t i o n ,  t h e  r e o r g a n i z a t i o n  o f  a c i t y ,  t h e  r a t i o n a l  
z a t i o n  o f  t r a n s i t ,  t h e  m a i n t e n a n c e  o f  o p e n  s p a c e s ,  a n d  t h e  e x t e n ­
s i o n  o f  r e c r e a t i o n a l  a r e a s  c a n n o t  b e  b o u g h t  i n d i v i d u a l l y .  S u c h  
p r o j e c t s  m u s t  b e  u n d e r t a k e n  t h r o u g h  t h e  g r o u p  o r  com munal  i n s t r u ­
m e n t s .  One c a n n o t  b u y  h i s  own s h a r e  o f  c l e a n  a i r  i n  t h e  m a r k e t .  
Communal m e c h a n i s m s  a r e  t h e  o n l y  a v a i l a b l e  t o o l s  t o  d e a l  w i t h  
t h e  p r o b l e m s  o f  p o l l u t i o n  a n d  t h e  l i k e . '
I f  t h e s e  g o o d s  c a n  b e  b o u g h t  o n l y  on a c o l l e c t i v e  b a s i s ,  
t h e  m e c h a n i s m  o f  t h e  m a r k e t  w h i c h  h a s  s e r v e d  us  w e l l  s o  f a r
1I b i d . ,  p .  3 4 .
~ S h o n f i e l d ,  " B u s i n e s s  i n  t h e  T w e n t y - F i r s t  C e n t u r y , "  p p .  
1 9 7 - 2 0 0 .  S e e  a l s o  B e l l ,  " T h e  A d e q u a c y  o f  Our  C o n c e p t s , "  p p .  1 2 8 -  
1 3 4 .  S i m i l a r l y ,  Rostcmr s u g g e s t s  t h a t  t h e  p o s t - i n d u s t r i a l  t a s k s  
c a n  b e  d e a l t  w i t h  e f f e c t i v e l y  o n l y  i n  a n a t i o n a l  a n d  communal 
w a y .  The i n d i v i d u a l  a c t i n g  a l o n e  c a n n o t  d o  much f o r  h i m s e l f  o r  
f o r  o t h e r s .  An a r r a y  o f  i n c r e a s i n g l y  a c u t e  p r o b l e m s  h a s  e m e r g e d  
w h i c h  we c a n  o n l y  s o l v e  a t  t h e  n a t i o n a l  l e v e l  a n d  w h i c h  r e q u i r e  
t h a t  we make common c a u s e  a s  a n a t i o n a l  c o m m u n i t y .  S e e  R o s t o w ,  
" T h e  N e x t  S t a g e . "
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c o l l a p s e s  i m m e d i a t e l y .  T he  d i s t i n c t  m e r i t  o f  t h e  m a r k e t  l i e s  i n  
i t s  i n v i s i b l e  h a n d  w h i c h  a g g r e g a t e s  t h e  m u l t i p l e  c h o i c e s  o f  t h o u ­
s a n d s  o r  m i l l i o n s  o f  c o n s u m e r s ,  who a r e  a c t i n g  i n d e p e n d e n t l y  i n  
t h e  m a r k e t .  T h e s e  a g g r e g a t e d  d e c i s i o n s  a r e  p u b l i c  a n d  r e a l .
The  i n v i s i b l e  h a n d  o f  t h e  m a r k e t  d i s p e r s e s  t h e  r e s p o n s i b i l i t y ,  
h o w e v e r ,  b e c a u s e  t h e  p r o c e s s e s  o f  d e c i s i o n - m a k i n g  a r e  m u l t i p l e  
a n d  p r i v a t e . ^ "  I n  t h e  c a s e  o f  t h e  p u b l i c  g o o d s  o f  t h e  n a t i o n a l  
s o c i e t y ,  d e c i s i o n s  w i l l  h a v e  t o  b e  made i n c r e a s i n g l y  t h r o u g h  
c o l l e c t i v e  p l a n n i n g .  A g a i n s t  t h e  i m p e r s o n a l  a n d  d i s p e r s e d  r o l e  
o f  t h e  m a r k e t ,  p l a n n i n g  p r o v i d e s  a s p e c i f i c  l o c u s  o f  d e c i s i o n .
N o t  o n l y  t h e  d e c i s i o n s ,  b u t  a l s o  t h e  d e c i s i o n - m a k e r s  t h e m s e l v e s
j
a r e  v i s i b l e . * *
I n  e f f e c t ,  d e c i s i o n - m a k i n g  h a s  a l r e a d y  b eco m e  p u b l i c ,  
a n d  t h e r e f o r e  p o l i t i c i z e d .  The  q u e s t i o n  o f  w h e t h e r  a r o a d  i s  t o  
g o  t h r o u g h  t h e  g h e t t o  or  t h e  r i c h  s e c t i o n  o f  t o w n ,  t h e  l o c a t i o n  
o f  a j e t  a i r p o r t ,  a d e c i s i o n  t o  c e n t r a l i z e  o r  d e c e n t r a l i z e  
s c h o o l s ,  t h e  c h a r a c t e r  o f  a h o u s i n g  p r o j e c t ,  a n d  t h o u s a n d s  more  
c a n n o t  b e  s e t t l e d  on t h e  b a s i s  o f  t e c h n i c a l  c r i t e r i a  a l o n e .  S u c h  
q u e s t i o n s  a r e  s u b j e c t  t o  a l l  t h e  m u l t i p l e ,  d i r e c t  p r e s s u r e s  o f  
p o l i t i c a l  d e c i s i o n - m a k i n g .  T h e y  r e p r e s e n t  a n  e f f o r t  t o  c r e a t e  
s o c i a l  c h o i c e s  o u t  o f  t h e  d i s c o r d a n c e  o f  p e r s o n a l  i n d i v i d u a l  
p r e f e r e n c e s . ^
^ B e l l ,  " U n s t a b l e  A m e r i c a , "  p p .  2O -2 I .
■^Bel l ,  " T e c h n o c r a c y  a n d  P o l i t i c s , "  p p .  2 0 - 2 3 .
3 I b i d . T h i s  i s  p a r t i c u l a r l y  i m p o r t a n t  f o r  a c c o u n t i n g  
b e c a u s e  now i t  h a s  r e a c h e d  a s t a g e  i n  i t s  d e v e l o p m e n t  w h e r e  t h e  
w i d e  i s s u e s  o f  p u b l i c  p o l i c y  c a n  b e  s e t t l e d  b y  t h e  e s t a b l i s h m e n t
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One r e a s o n  why t h e  m a r k e t  m e c h a n i s m  w o r k s  s o  w e l l  i s  t h a t  
i n d i v i d u a l s  h a v e  t h e i r  own s c a l e  o f  v a l u e s  w h i c h  a l l o w s  th e m  t o  
a s s e s s  t h e i r  r e l a t i v e  s a t i s f a c t i o n  a g a i n s t  c o s t ,  a n d  t o  make 
t h e i r  c h o i c e s  a c c o r d i n g l y .  T h e r e  i s  n o  o r d e r i n g  m e c h a n i s m  i n  t h e  
n o n - m a r k e t  d e c i s i o n - m a k i n g  p r o c e s s  t h a t  w o u l d  r a t i o n a l l y  c o m b in e  
t h e  d i s c o r d a n t  i n d i v i d u a l  p r e f e r e n c e s  i n  a c o s t - b e n e f i t  a n a l y s i s  
w i t h  t h e  v a r y i n g  c o m b i n a t i o n s  o f  p r i v a t e  c o n s u m p t i o n  a n d  p u b l i c  
p u r c h a s e  o f  g o o d s . * Worse  y e t ,  t h e  t r a n s l a t i o n  o f  t h e  w i l l  o f  
t h e  p e o p l e  i n  s o c i a l  p o l i c y ,  w h i c h  i s  c o n s i d e r e d  a d e s i r a b l e  o b ­
j e c t i v e  a t  l e a s t  i n  a d e m o c r a c y ,  i s  n o t  e v e n  a t h e o r e t i c a l  p o s s i ­
b i l i t y .  The  p r o b l e m  o f  "hew b e s t  t o  a m a l g a n a t e  t h e  d i s c o r d a n t  
p r e f e r e n c e  p a t t e r n s  o f  t h e  members  o f  a s o c i e t y  t o  a r r i v e  a t  a 
c o m p r o m i s e  p r e f e r e n c e  p a t t e r n  f o r  s o c i e t y  a s  a w h o l e "  i s  i n s o l u ­
b l e . ^
o f  one  o r  a n o t h e r  p r i n c i p l e  o f  a c c o u n t i n g .  F o r  e x a m p l e ,  a t  one  
t i m e  d u r i n g  t h e  d e v e l o p m e n t  o f  O p i n i o n s  No.  Id  a n d  17 o f  t h e  
A c c o u n t i n g  P r i n c i p l e s  B o a r d ,  s e r i o u s  p r o p o s a l s  w e re  made t o  f o r ­
b i d  p o o l i n g - o f - i n t e r e s t s  a c c o u n t i n g  c o m p l e t e l y .  L a t e r ,  a s i z e  
t e s t  was  i n c l u d e d  t h a t  c o u l d  h a v e  h a d  much t h e  same e f f e c t .
F r e s e  a n d  M a u tz  r e p o r t  t h a t  i n  d i s c u s s i n g  t h e s e  p r o p o s a l s ,  a 
k n o w l e d g e a b l e  f i n a n c i a l  v i c e  p r e s i d e n t  o f  a m a j o r  c o r p o r a t i o n  
s t a t e d  t h a t ,  h a d  t h a t  p r o p o s a l  b e e n  a d o p t e d  b y  t h e  APB, t h e  m e r ­
g e r  movement  w o u l d  h a v e  b e e n  s t o p p e d  more  e f f e c t i v e l y  t h a n  b y  
a n y t h i n g  t h e  D e p a r t m e n t  o f  J u s t i c e  m i g h t  d o .  T hey  q u e s t i o n  
w h e t h e r  a c c o u n t i n g  b y  i t s e l f ,  a n d  f o r  i t s  own p u r p o s e s ,  s h o u l d  
t a k e  s t e p s  w h i c h  m i g h t  h a v e  s u c h  f a r - r e a c h i n g  e f f e c t s .  F u r t h e r ­
m o r e ,  s h o u l d  n o t  m a t t e r s  o f  s u c h  p u b l i c  p o l i c y  be  d e c i d e d  on some 
b a s i s  o t h e r  t h a n  t h a t  o f  w h e t h e r  a s m a l l  g r o u p ,  h o w e v e r  s e l e c t ,  
f i n d s  t h i s  r e p o r t i n g  a p p r o a c h  o r  t h a t  one t o  b e  t h e  f a i r e s t  m e th o d  
o f  p r e s e n t a t i o n ?  S e e  W a l t e r  F .  F r e s e  a n d  R o b e r t  K. M a u t z ,  " F i n a n ­
c i a l  R e p o r t i n g — By Whom?" H a r v a r d  B u s i n e s s  R e v i e w ,  L ( M a r c h - ^ A p r i l ,  
1 9 7 ^ ) ,  p p .  3 - 4 ;  a n d  A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n ­
t a n t s ,  I n c . ,  APB A c c o u n t i n g  P r i n c i p l e s ; C u r r e n t  T e x t  a s  o f  D ecem ­
b e r  1 ,  1 9 7 1 ,  V o l .  1 (2  v o l s . ;  C h i c a g o :  Commerce C l e a r i n g  H o u s e ,
I n c . ,  1 9 7 1 ) ,  p p .  9 1 3 - 9 4 3 .
* B e l l ,  "The A d e q u a c y  o f  Our C o n c e p t s , "  p p .  1 2 8 - 1 3 4 .
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As A r ro w  h a s  show n  i n  h i s  " i m p o s s i b i l i t y  t h e o r e m , "  n o  
s o c i a l  d e c i s i o n  c a n  a m a l g a m a t e  t h e  d i v e r s e  p r e f e r e n c e s  o f  a 
g r o u p  i n  t h e  way a s i n g l e  i n d i v i d u a l  c a n  a m a l g a m a t e  h i s  own.
The i n d i v i d u a l s  i n  a g r o u p  may h a v e  a p e r f e c t l y  c o n s i s t e n t  s e t  
o f  p r e f e r e n c e s ,  y e t  t h e  g r o u p  p r e f e r e n c e ,  a s  d e t e r m i n e d  by  a 
m a j o r i t y  v o t e ,  c a n  b e  i n c o n s i s t e n t .  F o r  e x a m p l e :
L e t  A, B, a n d  C b e  t h e  t h r e e  a l t e r n a t i v e s  a n d  
1 ,  2 ,  a n d  3 t h e  t h r e e  i n d i v i d u a l s .  S u p p o s e  i n d i ­
v i d u a l  1 p r e f e r s  A t o  B a n d  B t o  C ( a n d  t h e r e f o r e  
A t o  C ) ,  i n d i v i d u a l  2 p r e f e r s  B t o  C a n d  C t o  A 
( a n d  t h e r e f o r e  B t o  A ) ,  a n d  i n d i v i d u a l  3 p r e f e r s  
C t o  A a n d  A t o  B ( a n d  t h e r e f o r e  C t o  B ) . T h e n  a 
m a j o r i t y  p r e f e r  A t o  B, a n d  a m a j o r i t y  p r e f e r  B t o  
C.  We may t h e r e f o r e  s a y  t h a t  t h e  c o m m u n i t y  p r e f e r s  
A t o  B a n d  B t o  C .  I f  t h e  c o m m u n i t y  i s  t o  b e  r e ­
g a r d e d  a s  b e h a v i n g  r a t i o n a l l y ,  we a r e  f o r c e d  t o  s a y  
t h a t  A i s  p r e f e r r e d  t o  C .  B u t  i n  f a c t  a m a j o r i t y  
o f  t h e  c o m m u n i ty  p r e f e r  C t o  A . *
The r a t i o n a l  m e t h o d  o f  a r r i v i n g  a t  a s o c i a l  p o l i c y  d o e s  
n o t  y i e l d  d e t e r m i n a t e  r e s u l t s  e v e n  a t  t h e  t h e o r e t i c a l  l e v e l ,  
a n d  t h u s  t h e  i d e a  t h a t  t h e r e  i s  a t  l e a s t  a t h e o r e t i c a l  s o c i a l  d e ­
c i s i o n  w h i c h  c a n  s a t i s f y  a l l  i s  a n  i l l u s i o n . ^  A t  t h e  p r a c t i c a l
^ K e n n e t h  J .  A r r o w ,  S o c i a 1 C h o i c e  a n d  I n d i v i d u a 1 V a l u e s  
(New Y o r k :  J o h n  W i l e y  a n d  S o n s ,  1 9 5 1 ) ,  p .  3 .  T h i s  i s  A r r o w ’ s
" i m p o s s i b i l i t y  t h e o r e m "  o r  w h a t  h a s  o f t e n  b e e n  c a l l e d  t h e  p a r a ­
d o x  o f  v o t i n g .  A r r o w ’ s  a b o v e - m e n t i o n e d  b o o k  c o n t a i n s  a m ore  com ­
p l e t e  d i s c u s s i o n  o f  i t .  H o w e v e r ,  a s o m e w h a t  s h o r t e r  s t a t e m e n t  b y  
A r r o w ,  f o l l o w e d  b y  p a p e r s  d i s c u s s i n g  i t s  m a j o r  t h e m e  b y  l e a d i n g  
e c o n o m i s t s  a n d  p h i l o s o p h e r s ,  i n c l u d i n g  P a u l  S a r a u e l s o n ,  K e n n e t h  E .  
B o u l d i n g ,  M i l t o n  F r i e d m a n ,  S i d n e y  S .  A l e x a n d e r ,  K u r t  B a i e r ,
A d o l p h  Lowe,  a n d  P a u l  W e i s s ,  c a n  b e  f o u n d  i n  Hook,  e d . ,  Human 
V a l u e s  a n d  E c o n o m ic  P o l i c y ,  P t .  I  a n d  I I .  A l s o ,  f u r t h e r  d i s c u s ­
s i o n  o f  t h i s  the m e  c a n  b e  f o u n d  i n  R . D u n c a n  L u c e  a n d  Howard  
R a i f f a ,  Games a n d  D e c i s i o n s  (New Y o r k :  J o h n  W i l e y  & S o n s ,  I n c . ,
1 9 5 7 ) ,  c h . x i v ;  a n d  J a m e s  M. B u c h a n a n  a n d  G o r d o n  T u l l o c k ,  The 
C a l c u l u s  o f  C o n s e n t ,  Ann A r b o r  P a p e r b a c k s  (Ann A r b o r :  U n i v e r s i t y  
o f  M i c h i g a n  P r e s s ,  19t>5),  P t .  I l l  a n d  A p p e n d i x  2 .
^ T o  s o m e ,  t h i s  c o n c l u s i o n  s e e m s  a l i t t l e  u n w a r r a n t e d  b e ­
c a u s e  t h e y  t h i n k  t h a t  t h e  p a r a d o x  o f  v o t i n g  a s  s t a t e d  b y  A r ro w
l e v e l ,  i n  n o n m a r k e t  p o l i t i c i z e d  p u b l i c  d e c i s i o n - m a k i n g ,  w h a t  i s  
l e f t  i s  n o t  r a t i o n a l i t y  b u t  r a t h e r  h a r d  b a r g a i n i n g  b e t w e e n  d i f ­
f e r e n t  i n t e r e s t  g r o u p s  e x e r c i s i n g  t h e i r  r e l a t i v e  w e i g h t s  a n d  
p r e s s u r e s ,  w h i c h  a r e  b a l a n c e d  i n  t h e  l i g h t  o f  some v a l u e  s e n s e  
o f  t h e  n a t i o n a l  n e e d  a n d  t h e  p u b l i c  i n t e r e s t . *
C .  The  N e c e s s i t y  o f  A r b i t r a t i o n  a n d  P l a n n i n g  
W h e re a s  i n d i v i d u a l  g o o d s  a r e  d i v i s i b l e ,  a n d  t h e r e f o r e  
a p p r o p r i a b l e  a n d  s a l e a b l e ,  p u b l i c  g o o d s  a r e  i n d i v i s i b l e .  T h e y  
m u s t  be  p r o v i d e d  c o l l e c t i v e l y ,  w h e r e  i t  i s  i m p o s s i b l e  t o  e x c l u d e  
some f r o m  t h e i r  b e n e f i t .  H e r e ,  o f  c o u r s e ,  w h a t  i s  t r u e  o f  p u b l i c  
g o o d s  i s  e q u a l l y  t r u e  o f  p u b l i c  b a d s . ^
i s  s u b j e c t  t o  i m p o r t a n t  q u a l i f i c a t i o n s .  D a h l  a n d  L i n d b l o m  l i s t  
t h e  f o l l o w i n g  q u a l i f i c a t i o n s :  ( 1 )  We a r e  n o t  " f o r c e d "  t o  s a y  t h a t
A i s  p r e f e r r e d  t o  C u n l e s s  we f i r s t  p o s t u l a t e  t h a t  c o m m u n i t y  p r e f ­
e r e n c e  i s  d i f f e r e n t  f r o m  t h a t  o f  t h e  p e o p l e  i n  i t .  V e ry  l i k e l y ,  
t h e r e  i s  n o  c o m m u n i t y  p r e f e r e n c e .  (2 ) The p a r a d o x  i s  n o t  a n  em­
p i r i c a l  o b s e r v a t i o n  o f  a common d i f f i c u l t y  i n  w h a t  may be  c a l l e d  
t h e  t r a d i t i o n a l  d e m o c r a t i c  s o c i e t i e s .  The d i f f i c u l t y  may o r  may 
n o t  e x i s t  a s  a n  e m p i r i c a l  f a c t .  ( 3 )  The  p a r a d o x  a s s u m e s  a p r i o r  
k n o w l e d g e  o f  o n e ' s  o r d e r  o f  p r e f e r e n c e s  a n d  a c o m p l e t e  r i g i d i t y  
i n  c h o i c e s .  I t  i s  l i k e l y  t h a t  many p e o p l e  d i s c o v e r  t h e i r  p r e f e r ­
e n c e  i n  t h e  p r o c e s s  o f  d e c i d i n g ;  a n d  one  o f  t h e  f a c t o r s  t h a t  i n ­
f l u e n c e s  t h e i r  p r e f e r e n c e s  i s  w h a t  o t h e r  p e o p l e  s e e m  t o  w a n t .  S e e  
D a h l  a n d  L i n d b l o m ,  P o l i t i c s ,  E c o n o m i c s  a n d  W e l f a r e ,  p p .  4 2 2 - 4 2 4 .
* B e l l ,  "T h e  A d e q u a c y  o f  Our  C o n c e p t s , "  p p .  1 2 9 - 1 3 4 .  S i m i ­
l a r l y ,  w i t h  p a r t i c u l a r  r e f e r e n c e  t o  t h e  A m e r i c a n  p o l i t i c a l  s y s t e m ,  
D a h l  o b s e r v e s  t h a t  d e c i s i o n s  a r e  made b y  e n d l e s s  b a r g a i n i n g .  W i t h  
a l l  i t s  d e f e c t s ,  t h e  b a r g a i n i n g  p r o c e s s  n o n e t h e l e s s  p r o v i d e s  a 
h i g h  p r o b a b i l i t y  t h a t  a n  a c t i v e  a n d  l e g i t i m a t e  g r o u p  w i l l  make 
i t s e l f  h e a r d  e f f e c t i v e l y  a t  some s t a g e  i n  t h e  d e c i s i o n - m a k i n g .
S e e  R o b e r t  A .  D a h l ,  A_ P r e f a c e  t o  D e m o c r a t i c  T h e o r y  ( C h i c a g o :  
U n i v e r s i t y  o f  C h i c a g o  P r e s s ,  195 to),  p .  1 5 0 .
^ B o u r r i c a u d ,  " P o s t - I n d u s t r i a 1 S o c i e t y  a n d  t h e  P a r a d o x e s  
o f  W e l f a r e , "  p p .  4 8 - 5 5 .
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The  b a s i c  i s s u e  i n  a n a t i o n a l  s o c i e t y  w h e r e  b o t h  p u b l i c  
g o o d s  a n d  b a d s  p r o l i f e r a t e  i s  t h a t  o f  c o n t r o l .  I n  a m a r k e t  
econom y w h e r e  g o o d s  a r e  d i v i s i b l e  a n d  a p p r o p r i a b l e ,  c o n t r o l  i s  
e x e r c i s e d  t h r o u g h  t h e  s o - c a l l e d  e x c l u s i o n  p r i n c i p l e .  I f  a c u s ­
t o m e r  w i s h e s  t o  s a t i s f y  h i s  d e s i r e  f o r  a p a r t i c u l a r  c o m m o d i t y ,  
he  m u s t  b i d  f o r  i t  a n d  m e e t  t h e  t e r m s  o f  e x c h a n g e  s e t  b y  t h o s e  
who h a p p e n  t o  p o s s e s s  t h i s  p a r t i c u l a r  c o m m o d i t y ,  a n d  v i c e  v e r s a .  
" T h a t  i s  t o  s a y  he  i s  e x c l u d e d  f r o m  t h e  e n j o y m e n t  o f  a n y  p a r t i c u ­
l a r  c o m m o d i ty  o r  s e r v i c e  u n l e s s  he i s  w i l l i n g  t o  p a y  t h e  s t i p u l a t e d  
p r i c e  t o  t h e  o w n e r .
I n  t h e  c a s e  o f  p u b l i c  g o o d s  o r  b a d s ,  h o w e v e r ,  t h e  e x c l u s i o n  
p r i n c i p l e  d o e s  n o t  p r o v i d e  an  e f f e c t i v e  t o o l  f o r  s o c i a l  c o n t r o l .  
" P e o p l e  who d o  n o t  p a y  f o r  t h e  s e r v i c e s  c a n n o t  be  e x c l u d e d  f r o m  
t h e  b e n e f i t s  t h a t  r e s u l t ;  a n d  s i n c e  t h e y  c a n n o t  be  e x c l u d e d  f r o m  
t h e  b e n e f i t s ,  t h e y  w i l l  n o t  e n g a g e  i n  v o l u n t a r y  p a y m e n t s . " “ I f  
i t  p a y s  t o  be  a f r e e  l o a d e r ,  e v e r y b o d y  w i l l  becom e a f r e e  l o a d e r .  
C o n s e q u e n t l y ,  p u b l i c  g o o d s  w i l l  be  i n  a w o r s e  c o n d i t i o n  t h a n  t h e y  
o t h e r w i s e  w o u l d  h a v e  b e e n .  S i m i l a r l y ,  i f  t h i r d  p a r t i e s  c a n n o t  be
e x c l u d e d  f r o m  t h e  b e n e f i t s  o f  p u b l i c  g o o d s ,  n e i t h e r  c a n  t h e y  e s -
3
c a p e  f r o m  t h e  h a r m  o f  p u b l i c  b a d s .  W h i l e  p r i v a t e  g o o d s  a n d  b a d s
^ R i c h a r d  A .  M u s g r a v e ,  The  T h e o r y  o f  P u b l i c  F i n a n c e :
S t u d y  i n  P u b l i c  Economy (New Y o r k :  M c G r a w - H i l l  Book C om pa ny ,  I n c . ,
1 9 5 9 ) ,  p .  9 .
' I b i d . ,  p .  8 .
O
B o u l d i n g ,  " T o w a rd  a T w e n t y - F i r s t  C e n t u r y  P o l i t i c s , "  p p .  
3 1 4 - 3 1 0 .  B o u l d i n g  f u r t h e r  s u g g e s t s  t h a t  t h e r e  h a s  t o  b e  some f o r m  
o f  l e g i t i m i z e d  c o e r c i o n ,  s u c h  a s  t h e  g o v e r n m e n t ,  i f  p u b l i c  g o o d s  
a r e  t o  be  p r o v i d e d .  I b i d . F u r t h e r m o r e ,  i n  many c a s e s ,  t h e  p r o b ­
lem may n o t  h a v e  a n y  t e c h n i c a l  s o l u t i o n ,  a n d  may r e q u i r e  a
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can  be  h a n d l e d  a d e q u a t e l y  by t h e  m a r k e t  m e ch a n i sm ,  p u b l i c  goods  
can  be  p r o v i d e d  o n l y  t h r o u g h  b u d g e t a r y  p u b l i c  p l a n n i n g ,  and  
p u b l i c  bads  c a n  be c u r b e d  o n l y  t h r o u g h  p u b l i c  a r b i t r a t i o n . *
The t r a d i t i o n a l  c o n c e p t  t h a t  t h e  e q u i l i b r i u m  b e t w e e n  c o s t s  
an d  r e t u r n s ,  b e tw e e n  t h e  v a l u e s  o f  t h e  e l e m e n t s  o f  p r o d u c t i o n  and  
t h e  p r o d u c t ,  i s  s p o n t a n e o u s l y  e s t a b l i s h e d  by  t h e  m a c h i n e r y  o f  t h e  
m a r k e t ,  and  t h a t  t h e  i n d i v i d u a l  members o f  s o c i e t y  c a n  e s t a b l i s h  
and  a c h i e v e  t h e i r  g o a l s  t h r o u g h  t h e  i n v i s i b l e  h a n d  o f  t h e  m a r k e t ,  
s h o u l d  be r e e x a m i n e d  i n  t h e  l i g h t  o f  p o s t - i n d u s t r i a l  r e a l i t i e s .  
F u r t h e r ,  g i v e n  t h e s e  r e a l i t i e s ,  f u n c t i o n s  o f  p l a n n i n g  an d  a r b i -  
t r a t i o n  w i l l  be o f  d e c i s i v e  i m p o r t a n c e
f u n d a m e n t a l  e x t e n s i o n  i n  m o r a l i t y .  S e e  G a r r e t t  H a r d i n ,  " T h e  
T r a g e d y  o f  Com m ons ,"  S c i e n c e ,  CXCII  ( D e c e m b e r  1 3 ,  19t>8),  1 2 4 3 - 1 2 4 8 .
*See M u s g r a v e ,  The  T h e o r y  o f  P u b l i c  F i n a n c e ,  p p .  b - 1 2 ;  a n d  
B o u r r i c a u d ,  "T h e  P o s t - I n d u s t r i a l  S o c i e t y  a n d  t h e  P a r a d o x e s  o f  W e l ­
f a r e , "  p p .  5 0 - 5 5 .  What i s  w o r s e ,  t h e  e f f e c t  o f  f r e e  l o a d i n g  i s  
r e i n f o r c e d  by  t h e  t e n d e n c y  o f  p u b l i c  b u d g e t s  t o  be  t o o  s m a l l .
Downs h a s  p r o p o s e d  t h a t  b u d g e t s  o f  d e m o c r a t i c  g o v e r n m e n t s  t e n d  t o  
b e  k e p t  b e l o w  t h e  o p t i m u m .  He g i v e s  t h r e e  e x p l a n a t i o n s  f o r  t h i s  
t e n d e n c y :  ( 1 )  The c i t i z e n s  a r e  i n c o m p l e t e l y  i n f o r m e d ,  e s p e c i a l l y
c o n c e r n i n g  t h e  a d v a n t a g e s  w h i c h  t h e y  c a n  o b t a i n  a s  u s e r s  o f  t h e  
p u b l i c  s e r v i c e s .  ( 2 )  T h e r e  i s  some a m o u n t  o f  c o g n i t i v e  d i s s o n a n c e  
i n  p u b l i c  t a x a t i o n .  On t h e  o n e  h a n d ,  t h e  b e n e f i t s  w h i c h  a c i t i z e n  
may d e r i v e  f r o m  a s o c i a l  s e r v i c e  p r o g r a m  a r e  r e m o t e  a n d  u n c e r t a i n ,  
a n d  on t h e  o t h e r  h a n d ,  t h e  c o s t  w h i c h  t h e  e s t a b l i s h m e n t  o f  s u c h  a 
p r o g r a m  e n t a i l s  i s  i m m e d i a t e l y  a n d  p a i n f u l l y  f e l t ,  b e c a u s e  i t  
b r i n g s  a n  i n c r e a s e  i n  t a x e s  a n d  q u o t a  c h a n g e s .  ( 3 )  The  e v e n t u a l  
b e n e f i c i a r i e s  a r e  u n o r g a n i z e d  i n d i v i d u a l s  who n o t  o n l y  a r e  r a t h e r  
i n c a p a b l e  o f  p e r c e i v i n g  w h a t  t h e i r  i n t e r e s t s  r e a l l y  a r e  b u t  who,  
e v e n  i f  t h e y  s u c c e e d e d  i n  u n d e r s t a n d i n g  t h e i r  r e a l  i n t e r e s t s ,  
w o u l d  b e  l a c k i n g  i n  t h e  m e an s  t o  p r e v a i l .  S e e  D ow ns ,  "Why t h e  
G o v e r n m e n t  B u d g e t  I s  T o o  S m a l l  i n  a D e m o c r a c y , "  p p .  5 4 0 - 5 C 3 .
^ B o u r r i c a u d ,  " T h e  P o s t - I n d u s t r i a l  S o c i e t y  a n d  t h e  P a r a d o x e s  
o f  W e l f a r e , "  p p .  5 2 - b O .  B o u r r i c a u d  m a i n t a i n s  t h a t  t h e  n e c e s s i t y  
o f  p l a n n i n g  o r  f o r e c a s t i n g  i s  i n d i c a t e d  a s  a c o u n t e r w e i g h t  t o  t h e  
t h o u g h t l e s s n e s s ,  o r  r a t h e r  t h e  i n s e n s i t i v i t y ,  o f  i n d i v i d u a l s  t o  
t h e i r  common i n t e r e s t  a s  c i t i z e n s .  As t o  t h e  n e c e s s i t y  f o r  a r b i ­
t r a t i o n ,  h e  s u g g e s t s  t h a t  i t  i s  d u e  t o  t h e  e x c e s s i v e  e x t e n t  t o
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The o r i e n t a t i o n  o f  c o l l e c t i v e  a c t i o n  w i l l  h a v e  t o  be  more  
i n  t e r m s  o f  a n  e x - a n t e  d i r e c t i o n  o f  t h e  f a c t o r s  o f  p r o d u c t i o n  a n d  
l e s s  i n  t e r m s  o f  e x - p o s t  r e m e d i e s ,  s u c h  a s  a c o r r e c t i o n  i n  t h e  
d i s t r i b u t i o n  o f  i n c o m e .  The i n e q u a l i t i e s ,  s u c h  a s  t h o s e  i n  in c o m e  
d i s t r i b u t i o n ,  o n c e  c r y s t a l l i z e d  t e n d  t o  s t i c k  f a s t  a n d  a r e  e x t r e m e ­
l y  d i f f i c u l t  t o  e l i m i n a t e . *  T h e r e f o r e ,  t h e y  s h o u l d  b e  d e a l t  w i t h  
i n  a p r e v e n t i v e  m a n n e r .  T h u s ,  t h e  c o r e  o f  p o s t - i n d u s t r i a 1 p u b l i c  
p o l i c y ,  b o t h  i n  p l a n n i n g  a n d  a r b i t r a t i o n ,  w i l l  b e  f r a m e d  i n  t e r m s  
o f  e x - a n t e  c o n t r o l  a n d  d i r e c t i o n  i n  o r d e r  t o  k e e p  a t  a minimum 
b o t h  t h e  i n t e r n a l  a n d  e x t e r n a l  c o s t s  o f  g r o w t h ,  a n d  t o  d i r e c t  
g r o w t h  a c t i v i t i e s  i n  s u c h  a way t h a t  t h e y  w i l l  c r e a t e  p o s i t i v e  
i n t e r n a l  a s  w e l l  a s  e x t e r n a l  e f f e c t s . ~
D. T h e  C a t h o l i c i t y  o f  t h e  A c c o u n t i n g  F u n c t i o n  
A c c o u n t i n g  c a n  be  c o n s i d e r e d  a n  i n f o r m a t i o n  s y s t e m  o f  a 
l i m i t e d  k i n d  t h a t  t r a n s f e r s  c e r t a i n  i m a g e s  o f  a p h e n o m e n o n  w i t h  
w h i c h  t h e  d e c i s i o n - m a k e r  i s  d e a l i n g .  On a b r o a d e r  s c a l e ,  i t  s e e k s  
t o  c l a r i f y  f o r  t h e  s o c i e t y  a s  a w h o le  a c e r t a i n  d i m e n s i o n  o f  i t s  
p r o p e r t i e s .  S o  f a r ,  t h a t  d i m e n s i o n  h a s  b e e n  t h e  e c o n o m i c
w h i c h  t h o s e  who a r e  o r g a n i z e d  p r o f i t  by  t h e  a b u s e  o f  t h e i r  p o w e r .  
I b i d .
* F o r  e x a m p l e ,  t h e  e x i s t e n c e  o f  i r r e d u c i b l e  p o v e r t y  i s  
w e l l  e s t a b l i s h e d  i n  m o s t  o f  t h e  i n d u s t r i a l i z e d  c o u n t r i e s .  
B o u r r i c a u d  e x a m i n e s  t h e  F r e n c h  c a s e .  S e e  i b i d . ,  p .  5 3 - 5 5 .  F o r  a 
s o m e w h a t  d a t e d  a n a l y s i s  o f  t h e  A m e r i c a n  c a s e ,  s e e  M i c h a e l  H a r r i n g ­
t o n ,  T h e  O t h e r  A m e r i c a , P o v e r t y  i n  t h e  U n i t e d  S t a t e s  ( B a l t i m o r e :  
P e n g u i n  B o o k s ,  1 9 o 3 ) .  A l s o ,  s e e  R i c h a r d  P a r k e r ,  The  Myth  o f  t h e  
M i d d l e  C l a s s ,  N o t e s  on t h e  A f f l u e n c e  a n d  B q u a l i t y  (New Y o rk :  
L i v e r i g h t ,  197JX
“ B o u r r i c a u d ,  "The P e s t - I n d u s t r i a l  S o c i e t y  a nd  t h e
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d i m e n s i o n  o f  s o c i e t y  a s  m e a s u r e d  i n  m o n e t a r y  u n i t s ,  t h a t  i s ,  
a c c o u n t i n g  a s  a c o m m u n i c a t i o n  s y s t e m  h a s  t r i e d  t o  p r o v i d e  im a g e s  
o f  t h e  s u b j e c t  m a t t e r  t o  t h e  d e c i s i o n - m a k e r  w h i c h  w e r e  f r a m e d  i n  
t h e  u n i d i m e n s i o n a l i t y  o f  m o n e t a r y  t e r r a s .
I n  a d y n a m i c  v i e w  o f  t h e  s o c i e t a l  p r o c e s s ,  i t  i s  e n v i s i o n e d  
t h a t  s o c i e t y  i s  c o n t i n u a l l y  s e e k i n g  a n  e q u i l i b r i u m  w i t h  i t s  e v e r -  
c h a n g i n g  s e l f  a s  w e l l  a s  w i t h  i t s  e n v i r o n m e n t .  A c c o u n t i n g ,  a s  a n  
a n t i c i p a t o r y  a n d  a f e e d b a c k  i n f o r m a t i o n  s y s t e m ,  s e e k s  t o  h e l p  
s o c i e t y  a c h i e v e  t h a t  e q u i l i b r i u m .  T h i s  s o c i e t a l  f u n c t i o n  o f  a d a p ­
t a t i o n  i s  i n  t h e  d o m a i n  o f  a s o c i a l  s u b s y s t e m  o f  t h e  e c o n o m y .  I t  
i s  t h r o u g h  t h e  eco n o m y  t h a t  s o c i e t y  t r i e s  t o  a d a p t  i t s e l f  t o  i t s  
l a r g e r  e c o l o g i c a l  e n v i r o n m e n t ,  a n d  i n  t h e  p r o c e s s  a l s o  a d a p t s  t h a t  
e n v i r o n m e n t .  To a g r e a t  e x t e n t ,  a c c o u n t i n g  f u n c t i o n s  a s  a t o o l  
t h a t  f u r t h e r s  t h e  s o c i e t a l  p r o c e s s e s  o f  a d a p t a t i o n .
The g e n e r a l  f u n c t i o n  o f  a c c o u n t i n g  t h u s  c a n  b e  i n t e r p r e t e d  
a s  one w h i c h  d i s p e l s  t h e  d i v e r g e n c e  w h i c h  e x i s t s  b e t w e e n  t h e  
r e a l i t y  o f  a p h e n o m e n o n  a n d  i t s  v a r i e d  p e r c e p t i o n s .  T h i s  i s  t h e  
f u n c t i o n  o f  s h a t t e r i n g  t h e  i l l u s i o n s  w h i c h  t h e  d e c i s i o n - m a k e r  
m i g h t  h a v e  a b o u t  t h e  p h e n o m e n o n  w i t h  w h i c h  he i s  d e a l i n g .  C o n s e ­
q u e n t l y ,  a c c o u n t i n g  s h o u l d  be  n e i t h e r  m o re  n o r  l e s s  t h a n  a n  e q u a b l e  
c o m m u n i c a t i o n  o f  t h e  im a g e s  o f  r e a l i t y  i n  a l l  t h e i r  a u t h e n t i c i t y .  
L i k e  a g o o d  c a m e r a ,  i t  s h o u l d  d e p i c t  t h e  s u b j e c t  m a t t e r  i n  a 
p i c t u r e  a s  t r u t h f u l l y  a s  p o s s i b l e .
The  u n a d u l t e r a t e d  t r a n s f e r  o f  a u t h e n t i c  i m a g e s  b y  a c c o u n t ­
i n g  d o e s  n o t ,  h o w e v e r ,  e n t i r e l y  i n s u r e  u s  a g a i n s t  t h e  d i s t o r t i o n
P a r a d o x e s  o f  W e l f a r e , "  p p .  5 5 - 5 b .
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o f  r e a l i t y .  The  l a s t  v e s t i g e s  o f  a n  i l l u s i o n  t h a t  d i s t o r t s  r e a l i t y  
a r e  w i t h i n  o u r  n a t i v e  p e r c e p t i o n .  T h e r e  i s  b o u n d  t o  b e  some i n ­
e l u c t a b l e  a n d  i r r e d u c i b l e  d i f f e r e n c e  i n  t h e  way i n  w h i c h  p e o p l e  
p e r c e i v e  a s u b j e c t ,  r e g a r d l e s s  o f  how c a r e f u l l y  a n d  t r u t h f u l l y  i t  
i s  c o m m u n i c a t e d ,  b e c a u s e  human b e i n g s  s i m p l y  d o  n o t  p e r c e i v e  
t h i n g s  i d e n t i c a l l y .  N e v e r t h e l e s s ,  t h e  b a s i c  a c c o u n t i n g  f u n c t i o n  
o f  c o m m u n i c a t i o n  s t i l l  h o l d s .  The  b e t t e r  we know t h e  r e a l i t y  t h a t  
s u r r o u n d s  u s ,  t h e  b e t t e r  e q u i p p e d  we a r e .  W h e t h e r  we know i t  a l l  
o r  n o t h i n g  a t  a l l ,  ou r  c o n t a c t  w i t h  t h a t  r e a l i t y  i s  i n e v i t a b l e .
E .  The C o n t o u r  L i n e s  o f  t h e  P o s t - I n d u s t r i a 1 
A c c o u n t i n g  F u n c t i o n
T h e  b a s i c  t h r u s t  o f  p o s t - i n d u s t r i a l i s m  i s  t o  e n d  s o c i a l  
f a t a l i s m .  We n o  l o n g e r  m u t e l y  a c c e p t  t h e  e v e n t s  o f  n a t u r e  a n d  
s o c i e t y  a s  " g i v e n s " ;  t h e  f u t u r e  w i l l  no  l o n g e r  s i m p l y  a r r i v e  b u t  
w i l l  be  made w i t h  d e l i b e r a t e l y  c h o s e n  g o a l s . * I n  s u c h  a s o c i e t a l  
^ r a m e w o r k ,  t h e  c o m m u n i c a t i o n  f u n c t i o n  o f  a c c o u n t i n g ,  b o t h  a s  a 
r e t r o s p e c t i v e  f e e d b a c k  s y s t e m  a n d  a s  a n  a n t i c i p a t o r y  g u i d i n g  s y s ­
t e m ,  s h o u l d  a t t e m p t  t o  h e l p  u s  p r e p a r e  f o r  t h e  r e l e v a n t  e l e m e n t s  
o f  f u t u r i t y .  I t  i s  t h i s  p o s t - i n d u s t r i a 1 i m p e r a t i v e  w h i c h  r e q u i r e s  
t h a t  t h e  a c c o u n t i n g  p r o f e s s i o n ,  p a r t i c u l a r l y  i n  i t s  a d h e r e n c e  t o  
g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r a c t i c e s ,  s h o u l d  come t o  t e r m s  w i t h  
t h e  c h a n g e d  r e a l i t i e s  o f  t h e  p o s t - i n d u s t r i a 1 w o r l d .  The i n d u s t r i a l  
w o r l d  may w e l l  be  t h e  l a s t  o f  t h e  s o c i e t a l  e n v i r o n m e n t s  t o  t o l e r a t e  
t h e  u n i d i r a e n s i o n a l i t y  o f  t h e  a c c o u n t i n g  r e p o r t ,  w h i c h  i s  t h e  k e r n e l
^■Adolph Lowe,  " I s  P r e s e n t  Day  H i g h e r  E d u c a t i o n  ' R e l e v a n t ’ ?"  
S o c i a l  R e s e a r c h ,  XXXVIII  ( F a l l ,  1 9 7 1 ) ,  3 3 - 5 0 .
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o f  t h e  a c c o u n t i n g  f u n c t i o n .
The i n d u s t r i a l  s o c i e t y  i n  t h e  W es t  was  m a r k e d  b y  t h r e e  
d i s t i n c t i v e  f e a t u r e s :  t h e  g r o w t h  o f  t h e  c o r p o r a t i o n ,  t h e  i m p r i n t
o f  t h e  m a c h i n e  a n d  i t s  r h y t h m s  on  t h e  c h a r a c t e r  o f  w o r k ,  a n d  t h e  
l a b o r  c o n f l i c t . ^  The p r e d o m i n a n c e  o f  t h e s e  f e a t u r e s  i n  t h e  i n ­
d u s t r i a l  s o c i e t y  was  t o  a g r e a t  e x t e n t  a m e a s u r e  o f  t h e  l a t t e r 1s 
p r e o c c u p a t i o n  w i t h  t h e  the m e  o f  e c o n o m i c  g r o w t h .  T h e s e  f a c t o r s  
a r e  t h e  d i r e c t  d e r i v a t i v e s  o f  a g r o w t h  e c o n o m y .  I t  s h o u l d  be  
n o t e d  t h a t  i n  e a c h  c a s e  t h e  s t a k e s  w e r e  p r i v a t e  o r  o r g a n i z a t i o n a l ;  
t h e y  c o u l d  b e ,  a n d  i n d e e d  w e r e ,  r e c o n c i l e d  on e c o n o m i c  t e r m s .
T h i s  i s  why t h e  m e c h a n i s m s  o f  t h e  m a r k e t  h a v e  p e r f o r m e d  s o  w e l l  
i n  t h e  f u n c t i o n i n g  o f  i n d u s t r i a l  e c o n o m i e s .  The s o c i e t a l  a c c e n t  
on e c o n o m i c  g r o w t h  i n  a n  i n d u s t r i a l  e conom y p r e e m p t s  t h e  f o c u s ,  
w h i l e  n o n e c o n o m i c  c o n s i d e r a t i o n s ,  n o  m a t t e r  how r e l e v a n t ,  a r e  c o n ­
dem ned  t o  o b l i v i o n .
W i t h  t h e  e m e r g e n c e  o f  a p o s t - i n d u s t r i a 1 o r d e r ,  h c w e v e r ,  
t h e  d i s t i n c t i v e  i n d u s t r i a l  f e a t u r e s  a r e  c h a n g i n g .  A bove  a l l ,  t h e  
a f f l u e n c e  o f  a p o s t - i n d u s t r i a 1 o r d e r  b r i n g s  n o n e c o n o m i c  c o n s i d e r a ­
t i o n s  a n d  t h e i r  r e s i l i e n t  m u l t i d i m e n s i o n a l i t y  t o  t h e  c e n t e r  s t a g e .  
F u r t h e r ,  t h e  c o n f l i c t i n g  i n t e r e s t s  o f  a p o s t - i n d u s t r i a 1 s o c i e t y  
a r e  n o  l o n g e r  p r i v a t e  o r  o r g a n i z a t i o n a l .  R a t h e r ,  t h e y  a r e  c o l l e c ­
t i v e  a n d  c o m m u n a l ,  a n d  d i f f i c u l t  t o  be  r e c o n c i l e d  on a m o n e t a r y  
s c a l e .  The  r a u l t i d i r a e n s i o n a l i t y  o f  a p o s t - i n d u s t r i a 1 c o n f l i c t  i s  
n o t  o n l y  p r o n o u n c e d  b u t  a l s o  s o m e t h i n g  w h i c h  c a n n o t  b e  i g n o r e d  
i n  t h e  p l u r a l i s t i c  d e m o c r a t i c  s o c i e t i e s .
^■See f o o t n o t e  1 on p a g e  t>3 a b o v e .
2 7 1
I t  i s  i n  t h e  r a u l t i d i m e n s i o n a l i t y  o f  t h e  p o s t - i n d u s t r i a 1 
e n v i r o n m e n t  t h a t  a c c o u n t i n g  f a c e s  i t s  f i r s t  h i s t o r i c  c r i s i s .  I f  
a c c o u n t i n g  c o n t i n u e s  t o  m a rch  a l o n g  t h e  p r i m r o s e  p a t h  o f  i t s  
t r a d i t i o n a l l y  r e v e r e d  dogma o f  u n i d i m e n s i o n a l i t y ,  i t  w i l l  s u r e l y  
f a l l  s h o r t  o f  i t s  c a t h o l i c  c o m m u n i c a t i o n  f u n c t i o n .  In  s u c h  a 
f a i l u r e  i t  w o u ld  l o s e  i t s  i m p a c t  on human a c t i o n ,  a n d ,  u l t i m a t e l y ,  
i t s  p u b l i c  p u r p o s e .  I n  a c c o u n t i n g  " i t  i s  u s e l e s s  m e r e l y  t o  o b ­
s e r v e  w ha t  a c c o u n t a n t s  d o ;  i t  i s  n e c e s s a r y  t o  show t h a t  t h e  r e s u l t s  
o f  w h a t  t h e y  do  h ave  a c l e a r  c o n n e c t i o n  w i t h  t h e  k i n d s  o f  a c t i o n  
p e o p l e  t a k e  a n d  w i t h  t h e  a t t a i n m e n t  o f  t h e  e n d s  t h e y  p u r s u e , " ^
I t  i s  t h e  p u b l i c  r e l i a n c e  on a c c o u n t i n g  c o m m u n ic a t i o n  
w h ic h  g i v e s  t h i s  f i e l d  i t s  l e g i t i m a c y  a s  a p u b l i c  p r o f e s s i o n .  As 
s u c h ,  a c c o u n t i n g  h a s  b e e n  e f f e c t i v e ,  w h ic h  was one o f  t h e  b o u n t i e s  
o f  t h e  g r o w t h - o r i e n t e d  i n d u s t r i a l  economy.  But t h a t  e r a  i s  p a s s ­
i n g ,  an d  t h e  c r e e p i n g  n u l t i d i m e n s i o n a l i t y  o f  a p o s t - i n d u s t r i a 1 
economy f r o m  w h ic h  t h e r e  i s  no  e s c a p e  i s  upon  i t .
Even i n  a p o s t - i n d u s t r i a l  o r d e r  t h e  b a s i c  a c c o u n t i n g  
f u n c t i o n  o f  m e a s u r e m e n t  a n d  c o m m u n i c a t i o n  h a s  n o t  c h a n g e d .  What 
h a s  c h a n g e d ,  a n d  c h a n g e d  r a d i c a l l y ,  h o w e v e r ,  i s  t h e  c o n t e n t  o f  
t h a t  f u n c t i o n .  The new c o n t e n t - - t h e  i n f o r m a t i o n  t o  be  m e a s u r e d  
an d  c o m m u n i c a t e d - - i s  no l o n g e r  r e s p o n s i v e  t o  t h e  t r a d i t i o n a l  a c ­
c o u n t i n g  t o o l s  o f  m e a s u r e m e n t  and c o m m u n i c a t i o n .  I n  f a c t ,  t h i s  
i s  t h e  h e a r t  o f  t h e  a c c o u n t i n g  c r i s i s .
. J .  C h a m b e r s ,  "New P a t h w a y s  i n  A c c o u n t i n g  T h o u g h t  and  
A c t i o n , "  i n  D im e n s i o n s  i n  A c c o u n t i n g ,  S e l e c t e d  R e a d i n g s . e d .  by  
S am u e l  C h e s l e r ,  A n th o n y  J .  M a t i a s ,  a n d  S a n t o  J .  P u l l a r a  ( M o r r i s ­
tow n ,  N. J . :  G e n e r a l  L e a r n i n g  C o r p o r a t i o n ,  1 9 7 2 ) ,  p .  107 .
273
F o r  f i v e  c e n t u r i e s  s i n c e  P a c i o l o ,  t h e  a c c o u n t i n g  f u n c t i o n  
h a s  b e e n  p e r f o r m e d  w i t h  v a r y i n g  t o o l s  a n d  n o t i o n s .  I t  i s  o n l y  i n  
t h i s  c e n t u r y ,  h o w e v e r ,  t h a t  t h e  s o c i e t y  a t  l a r g e  h a s  t a k e n  w i d e r  
n o t i c e  o f  t h e  p u b l i c  p u r p o s e  o f  a c c o u n t i n g .  In  t h e  p a s t  d e c a d e  
a n d  a h a l f ,  a c c o u n t a n t s  h a v e  w i t n e s s e d  a g r e a t  number o f  c o n t r o ­
v e r s i e s  c o n c e r n i n g  t h e  n a t u r e  o f  t h e  a c c o u n t i n g  f u n c t i o n  a n d  how 
i t  o u g h t  t o  be  p e r f o r m e d .  T h e se  c o n t r o v e r s i e s  r e v e a l  t h e  g r o w in g  
p a i n s  o f  a p r o f e s s i o n  w h ic h  i s  s t r u g g l i n g  t o  m ee t  t h e  c h a l l e n g e s  
o f  a w o r l d  q u i t e  d i f f e r e n t  f r o m  t h e  one i n  w h ic h  i t  was o r i g i n a t e d .
W i th  t h e  p o s t - i n d u s t r i a  1 e r o s i o n  o f  t h e  m a r k e t ,  p e r f o r m a n c e  
o f  t h e  a c c o u n t i n g  f u n c t i o n  n e c e s s i t a t e s  t h a t  i t ,  above  a l l ,  be 
c y b e r n e t i c .  The f e e d b a c k  s y s t e m  o f  r e w a r d  and  p u n i s h m e n t  w h ic h  
h a s  p e r f o r m e d  s o  w e l l  t h r o u g h  t h e  i n v i s i b l e  hand  o f  t h e  m a r k e t  
w i l l  now h a v e  t o  be s p e c i f i c a l l y  c o n t r i v e d  t o  a s s u r e  e f f i c i e n c y  
i n  communal a c t i o n s .
I n  t h e  i n d u s t r i a l  s o c i e t y ,  w h e re  e x c h a n g e  r e l a t i o n s h i p s  
p r e d o m i n a t e ,  t h e  m a r k e t  f o r c e s  u n o b t r u s i v e l y  g u i d e  human b e h a v i o r  
by s p e c i f y i n g  r e w a r d s  an d  p u n i s h m e n t  t h r o u g h  t h e  t e r r a s  o f  t r a d e .
T h i s  s y s t e m  o f  m a r k e t  s a n c t i o n s  works  w e l l  i n  i n d u s t r i a l  s o c i e t i e s  
b e c a u s e  n e a r l y  a l l  d o m i n a n t  i s s u e s  a r e  g e n e r a l l y  s e e n  an d  r e s o l v e d  
i n  te r ra s  o f  e x c h a n g e  r e l a t i o n s h i p s ,  an d  t h e r e f o r e  a r e  f u n c t i o n a l l y  
r e d u c i b l e  t o  m o n e t a r y  c a l c u l a t i o n s .  In  t h e  p o s t - i n d u s t r i a l  s o c i e t y ,  
h o w e v e r ,  w i t h  t h e  e m e r g e n c e  o f  c o l l e c t i v e  c h o i c e  and  a c t i o n ,  t h e  
e f f e c t i v e n e s s  o f  m a r k e t  s a n c t i o n s  i s  l o s t .  G u id a n c e  o f  human b e ­
h a v i o r  becomes  a d e l i b e r a t e  and  c o n s c i o u s  p r o c e s s ,  a s  e x e m p l i f i e d  
i n  p l a n n i n g  an d  a r b i t r a t i o n .
The p o s t - i n d u s t r i a 1 e m e r g e n c e  o f  p l a n n i n g  and  a r b i t r a t i o n
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r e q u i r e s  t h a t  t h e  a c c o u n t i n g  f r a m e w o r k  m us t  h e l p  t h e  d e c i s i o n a l  
a u t h o r i t i e s  a s s e s s  ( 1 )  t h e  p u b l i c  goods  and  b ad s  on a m u l t i d i m e n ­
s i o n a l  s c a l e ,  a n d  (2 ) t h e  d i v e r g e n c e  b e tw e e n  p r i v a t e  an d  p u b l i c  
c o s t s .  I n  s p i t e  o f  t e c h n i c a l  a n d  o t h e r  d i f f i c u l t i e s  i n v o l v e d  i n  
i t s  d e v e l o p m e n t ,  s u c h  a s o c i a l  c o s t - b e n e f i t  m a t r i x  i s  p r e c i s e l y  
w h a t  i s  n e e d e d  t o  e f f e c t i v e l y  p e r f o r m  t h e  p o s t - i n d u s t r i a l  
a c c o u n t i n g  f u n c t i o n . *
The d i r e c t i o n s  i n  w h ic h  s t e p s  s h o u l d  be  t a k e n  t o  d e v e l o p  
a s o c i a l  c o s t - b e n e f i t  m a t r i x  a r e  t h e  f o l l o w i n g :
( 1 )  more c o m p l e t e  c o v e r a g e  o f  v a r i a b l e s ;  ( 2 ) g r e a t e r  
e x a c t n e s s  i n  t h e  i n d i c a t o r s  u s e d ;  ( 3 )  g r e a t e r  c a p a ­
b i l i t y  o f  q u a n t i t a t i v e  e x p r e s s i o n ;  ( 4 )  im p ro v ed  a n a l y ­
s i s  o f  t h e  com p lex  i n t e r a c t i o n  e f f e c t s  among t h e  e l e ­
m en ts  m ak ing  up  t h e  m o d e l ;  ( 5 )  g r e a t e r  s o p h i s t i c a t i o n  
i n  q u a l i t a t i v e  m ap p in g  o f  u n m e a s u r e d  f a c t o r s  and  
v a r i a b l e s ;  ( o )  g r e a t e r  s o p h i s t i c a t i o n  i n  a l l o w i n g  f o r  
p o s s i b l e  e f f e c t s  o f  u n m e a s u r e d  f a c t o r s ;  ( 7 )  i m p r o v e ­
ment i n  t h e  p r o c e d u r e s  and  t e c h n o l o g y  o f  c o m p u te r  
s i m u l a t i o n . ^
A s o c i a l  c o s t - b e n e f i t  m a t r i x  s y s t e m  u s i n g  t h e  ab o v e  c r i ­
t e r i a  s h o u l d  be s e t  up  t o  p r o v i d e  s o c i a l  i n d i c a t o r s  t h a t  w i l l
B e l l ,  "The  C o r p o r a t i o n  and  S o c i e t y  i n  t h e  1 9 7 0 ' s , "  p p .  
1 5 - 1 7 .  B e l l  f u r t h e r  n o t e s  t h a t  c u r r e n t l y  t h e  a c c o u n t i n g  s y s t e m  
e v a l u a t e s  p u b l i c l y - p r o v i d e d  s e r v i c e s  s u c h  a s  h e a l t h ,  e d u c a t i o n ,  
o r  p r o t e c t i o n  o n l y  by  t h e  " i n p u t "  c o s t s .  T h u s ,  t h e  " o u t p u t "  o f  
p o l i c e  s e r v i c e s  i s  m e a s u r e d  by s a l a r i e s  p a i d  t o  t h e  members o f  
t h e  p o l i c e  d e p a r t m e n t ,  t h e  c o s t  o f  p o l i c e  c a r s ,  e t c . ,  and  n o t  by 
t h e  s o c i a l  and e c o n o m i c  v a l u e  o f  c r i m e s  p r e v e n t e d  or v i o l a t o r s  
a p p r e h e n d e d .  R e g a r d i n g  t h e  d i v e r g e n c e  b e t w e e n  p r i v a t e  and  s o c i a l  
c o s t s .  B e l l  s u g g e s t s  t h a t  i n  t h e  n e x t  d e c a d e  one o f  t h e  m a j o r  s o ­
c i a l  q u e s t i o n s  w i l l  be  t h e  d e t e r m i n a t i o n  o f  who i s  t o  pay  t h e  
c o s t s  o f  s u c h  e x t e r n a l i t i e s ,  and  how t h e  am oun ts  w i l l  be a s s e s s e d  
F u r t h e r ,  w h ic h  c o s t s  o u g h t  t o  be  b o r n e  by  t h e  p a r t i e s  t h a t  g e n e r ­
a t e  t h e  c o s t s ,  and  w h i c h ,  l e g i t i m a t e l y ,  s h o u l d  be  b o r n e  by  t h e  
s o c i e t y  a s  a w h o l e - - t h i s  w i l l  be  one  o f  t h e  m o s t  d i f f i c u l t  q u e s ­
t i o n s  i n  t h e  p o l i t i c a l  economy o f  t h e  f u t u r e .  I b i d .
^ W i l l i a m s ,  "A M ode l  o f  S o c i e t y - - T h e  A m e r i c a n  C a s e , "  p .  4b
g i v e  u s  a b r o a d e r  and  more b a l a n c e d  p e r s p e c t i v e  o f  t h e  m e an in g  
o f  e c o n o m ic  g r o w t h .  S u ch  a s y s t e m  w o u ld  move u s  t o w a r d  m e a s u r e ­
ment an d  c o m m u n i c a t i o n  o f  t h e  u t i l i z a t i o n  o f  s o c i e t a l  r e s o u r c e s  
i n  t h e  f o l l o w i n g  f o u r  a r e a s :
( 1 )  t h e  m e a s u r e m e n t  o f  s o c i a l  c o s t s  and  n e t  r e t u r n s  o f  
i n n o v a t i o n ;  ( 2 )  t h e  m e as u re m e n t  o f  s o c i a l  i l l s  ( e . g . ,  
c r i m e ,  f a m i l y  d i s r u p t i o n ) ;  ( 3 )  t h e  c r e a t i o n  o f  " p e r ­
f o r m a n c e  b u d g e t s "  i n  a r e a s  o f  d e f i n e d  s o c i a l  n e e d s  
( e . g . ,  h o u s i n g ,  e d u c a t i o n ) ;  and  ( 4 )  i n d i c a t o r s  o f  
e c o n o m i c  o p p o r t u n i t y  and  s o c i a l  m o b i l i t y . *
F .  The P o s t - I n d u s t r i a 1 F o r m u l a t i o n  o f  
A c c o u n t i n g  P r i n c i p l e s
The p r o c e s s  o f  p l a n n i n g  a n d  a r b i t r a t i o n  p r o v i d e s  a f o c u s  
f o r  t h e  c e n t e r s  o f  d e c i s i o n - m a k i n g .  In  e a r l i e r  s o c i e t i e s  w here  
m a r k e t  f o r c e s  l a r g e l y  p r e d o m i n a t e d ,  d e c i s i o n - m a k i n g  was i n d i v i d u a l  
and  p r i v a t e .  The d e c i s i o n - m a k e r  c o u l d  h i d e  b e h i n d  h i s  a n o n y m i t y ,  
and  h i s  d e c i s i o n s  became a m a r k e t  f o r c e  o n l y  when t h e y  w e re  a g g r e ­
g a t e d  w i t h  t h o s e  o f  l a r g e  numbers  o f  o t h e r s .  In  t h i s  p r o c e s s  o f  
a g g r e g a t i o n ,  h o w e v e r ,  t h e  f o c u s  on i n d i v i d u a l  d e c i s i o n - m a k i n g  was 
l o s t .  I t s  f o r c e ,  t h o u g h  v e r y  r e a l ,  was e s s e n t i a l l y  i n v i s i b l e ,  
and  t h i s  i n v i s i b i l i t y  p r o v i d e d  a s h i e l d  b e h i n d  w h ic h  m a r k e t  
m echan ism s  w ere  f u n c t i o n i n g .
In  a p o s t - i n d u s t r i a l  s o c i e t y ,  t h e  p r o c e s s  o f  p l a n n i n g  and  
a r b i t r a t i o n  i d e n t i f i e s  t h e  c e n t e r s  o f  d e c i s i o n - m a k i n g .  T h e i r  
v e r y  v i s i b i l i t y  makes  them  v u l n e r a b l e  t o  p r e s s u r e s  f r o m  g r o u p s  
whose  v i t a l  i n t e r e s t s  a r e  a t  s t a k e  an d  u n d e r  c o n s i d e r a t i o n .  In  
a p l u r a l i s t i c  d e m o c r a t i c  s o c i e t y ,  t h e  p l a n n i n g  an d  a r b i t r a t i o n
* B e l l ,  "The A dequacy  of  Our C o n c e p t s , "  p .  152 .
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p r o c e s s  b e c o n e s  o p e n  an d  p u b l i c ,  and  t h e r e f o r e  p o l i t i c a l .  T h i s  
i s  t h e  m o s t  i m p o r t a n t  i m p l i c a t i o n  o f  t h e  p o s t - i n d u s t r i a l  e n v i r o n ­
m e n t .  The p o l i t i c a l  o r i e n t a t i o n  o f  e v e n  t h e  m os t  c o m p le x  of  
p r o b le m s  n e c e s s i t a t e s  t h a t  mere  t e c h n i c a l  c o n s i d e r a t i o n s ,  no 
m a t t e r  how o b j e c t i v e ,  a r e  n o t  e n o u g h  t o  p r o v i d e  t h e  l e g i t i m a c y  
n e e d e d  f o r  i m p l e m e n t i n g  d e c i s i o n s .  T h i s  i s  t h e  l e s s o n ,  t h o u g h  
h a r d l y  h e e d e d ,  o f  t h e  c o n t r o v e r s y  t h a t  e n s u e d  e a c h  t i m e  t h e  
A c c o u n t i n g  P r i n c i p l e s  B o a rd  t o u c h e d  t h e  a r e a  o f  i n v e s t m e n t  t a x -  
c r e d i t .
To s a y  t h a t  r u l e - m a k i n g  i n  a c c o u n t i n g  i s  a p o l i t i c a l  
p r o c e s s  i s  n o t  t o  m i n i m i z e  t h e  co m p lex  t e c h n i c a l  a s p e c t s  o f  t h e  
whole  g a l a x y  o f  p r o b l e m s  f a c i n g  t h e  p r o f e s s i o n .  On t h e  c o n t r a r y ,  
a s  a l r e a d y  shown i n  a v a r i e t y  o f  t h e  O p i n i o n s  o f  t h e  A c c o u n t i n g  
P r i n c i p l e s  B o a r d ,  com p lex  t e c h n i c a l i t i e s  h ave  b e e n  a p r e o c c u p a ­
t i o n  w i t h  t h e  B oard  a s  w e l l  a s  w i t h  t h e  p r o f e s s i o n  w h i c h  h a s  had  
t o  come t o  g r i p s  w i t h  t h e  B o a r d ' s  O p i n i o n s .  M o r e o v e r ,  a s  t h e  
c o m p l e x i t y  o f  t h e  p o s t - i n d u s t r i a l  e n v i r o n m e n t  c o n t i n u e s  t o  i n c r e a s e ,  
t h e  r e q u i r e d  a c c o u n t i n g  p r a c t i c e s  and  p r o n o u n c e m e n t s  w i l l  i n e v i ­
t a b l y  grow more a r c a n e  an d  c o m p l i c a t e d .  However,  t h e  r u l e - m a k i n g  
p r o c e s s  i n  a c c o u n t i n g  a t  i t s  h e a r t  w i l l  c o n t i n u e  t o  be p o l i t i c a l  
w here  t e c h n i c a l  c o n s i d e r a t i o n s  a r e  n o t  t h e  o n l y  ones  t h a t  p r o v i d e  
a l l  t h e  a n s w e r s .
The p o l i t i c a l  o r i e n t a t i o n  o f  r u l e - m a k i n g  i n  t h e  a c c o u n t ­
i n g  p r o f e s s i o n  w ou ld  i n s u r e  t h a t  a l l  g r o u p s  whose  l e g i t i m a t e  
i n t e r e s t s  a r e  a t  s t a k e  would  be a p p r o p r i a t e l y  r e p r e s e n t e d  i n  t h e
27b
d e c i s i o n - m a k i n g  p r o c e s s .  The p u r p o s e  o f  s u c h  r e p r e s e n t a t i o n  
i s  n o t  t o  p r o v i d e  a d e c i s i o n a l  e q u i v a l e n t  o f  t h e  l o w e s t  common 
d e n o m i n a t o r .  R a t h e r ,  i t  i s  t o  m ee t  w h a t  Weber h a s  c a l l e d  t h e  
" e t h i c s  o f  r e s p o n s i b i l i t y . T h o s e  who t a k e  on t h e  r e s p o n s i ­
b i l i t y  o f  r e o r d e r i n g  t h e  s u r r o u n d i n g  e n v i r o n m e n t  or  o f  d r a w i n g  
a b l u e p r i n t  o f  t h e  new s o c i e t y  o r  i t s  v a r i o u s  p a r t s  w i l l  have  
t o  r e j e c t  t h e  a b s o l u t e s  and  a c c e p t  p r a g m a t i c  c o m p r o m i s e s .  They 
c a n n o t  a f f o r d  t o  s e e k  u l t i m a t e  e n d s .  On t h e  c o n t r a r y ,  i t  i s  
t h e i r  b u r d e n  t o  a d a p t  t o  a l l  s o r t s  o f  p e o p l e  and  s i t u a t i o n s - -  
" a  game i n  w h ic h  one may s c o r e  b u t  o n l y  by a c c e p t i n g  o n e ' s
*This  much h a s  b e e n  c o n c e d e d  by t h e  A m e r ic a n  I n s t i t u t e  
o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  M a r s h a l l  A r m s t r o n g ,  t h e  f i r s t  
c h a i r m a n  o f  t h e  F i n a n c i a l  A c c o u n t i n g  S t a n d a r d s  B o a r d ,  r e c e n t l y  
i n s i s t e d :  "When we t h i n k  a b o u t  i s s u e s ,  t h e r e  m us t  be  p u b l i c
t h i n k i n g  a b o u t  i s s u e s .  W i t h o u t  p u b l i c  i n v o l v e m e n t ,  t h e  FASB w i l l  
n o t  be s u c c e s s f u l . "  See  "The A c c o u n t a n t s '  L a s t  C h a n c e , "  B u s i n e s s  
Week, March 3 1 ,  1973,  p .  9 1 .  I t  was a l s o  d e c i d e d  t h a t  n o t  o n l y  
w i l l  t h e  B oard  h o l d  p u b l i c  h e a r i n g s  on t h e  S t a n d a r d s  t h a t  i t  i s  
c o n s i d e r i n g ,  b u t  i t  w i l l  a l s o  s e e  t h a t  d r a f t s  o f  p r o p o s e d  a c c o u n t ­
i n g  r u l e  c h a n g e s  a r e  c i r c u l a t e d  f o r  p u b l i c  comment b e f o r e  t h e  
f i n a l  v o t e .  The Board  i s  c o m p r i s e d  o f  s e v e n  members o f  whom o n ly  
f o u r  s h o u l d  be  d rawn f r o m  t h e  p u b l i c  a c c o u n t i n g  p r a c t i c e .  The 
I n s t i t u t e  i s  d e t e r m i n e d  t o  i n c l u d e  a b r o a d - b a s e d  r e p r e s e n t a t i o n  
n o t  o n l y  i n  t h e  B oard  b u t  a l s o  i n  t h e  F i n a n c i a l  A c c o u n t i n g  F o u n d a ­
t i o n  w h ic h  a p p o i n t s  t h e  members t o  t h e  FASB, a n d  i n  t h e  F i n a n c i a l  
A c c o u n t i n g  S t a n d a r d s  A d v i s o r y  C o u n c i l  w h ic h  w i l l  w ork  c l o s e l y  w i t h  
t h e  B oard  i n  a n  a d v i s o r y  c a p a c i t y .  S ee  " R eco m m en d a t io n s  o f  t h e  
S t u d y  on E s t a b l i s h m e n t  o f  A c c o u n t i n g  P r i n c i p l e s , "  The J o u r n a 1 o f  
A c c o u n t a n c y ,  CXXXIII (May, 1 9 7 2 ) ,  c o - 7 1 .  I t  i s  i n t e r e s t i n g  t o  
n o t e  t h a t  i n  r e g a r d  t o  t h e  A c c o u n t i n g  P r i n c i p l e s  B o a r d ,  i t  was 
d e c i d e d  t h a t  t h e  " B ig  E i g h t "  p u b l i c  a c c o u n t i n g  f i r m s  m us t  be  g i v e n  
r e p r e s e n t a t i o n  t h r o u g h  t h e i r  p o w e r f u l  m a n ag in g  p a r t n e r s .  The mem­
b e r s h i p  o f  t h e  i n i t i a l  A c c o u n t i n g  P r i n c i p l e s  B oard  was composed o f  
t w e l v e  p r a c t i c i n g  a c c o u n t a n t s ,  t h r e e  u n i v e r s i t y  p r o f e s s o r s ,  two 
f i n a n c i a l  e x e c u t i v e s ,  and  one AICPA D i r e c t o r  o f  R e s e a r c h .  S ee  
Z e f f ,  F o r g i n g  A c c o u n t i n g  P r i n c i p l e s  i n  F i v e  C o u n t r i e s , p p .  1 7 2 - 1 7 3 .
’ w e b e r ,  From Max W e b e r ,  p p .  1 2 0 - 1 2 S .
o p p o n e n t s ,  r a t h e r  t h a n  a m o r a l  c r u s a d e  i n  w h i c h  o n e ' s  s t a i n l e s s  
s t a n d a r d  m u s t  mow t h e  enemy d o w n . " * -
One i m m e d i a t e  i m p a c t  o f  t h e  p o l i t i c i z a t i o n  o f  t h e  a c c o u n t ­
i n g  r u l e - m a k i n g  p r o c e s s  i s  t o  f o r c e  t h e  o r g a n i z e d  a c c o u n t i n g  p r o ­
f e s s i o n  i n t o  t h e  t h i c k e t  o f  n a t i o n a l  a n d ,  w i t h  t h e  e m e r g e n c e  o f  
m u l t i n a t i o n a l  c o r p o r a t i o n s ,  i n t o  i n t e r n a t i o n a l  p o l i t i c s .  S o  f a r ,  
a c c o u n t i n g  h a s  e n j o y e d  a r e l a t i v e l y  r i c h  p o l i t i c a l  a n o n y m i t y .  I n  
t h e  l a r g e l y  o p e n  a n d  p u b l i c  d e c i s i o n - m a k i n g  p r o c e s s  o f  t h e  p o s t ­
i n d u s t r i a l  s o c i e t y ,  h o w e v e r ,  t h e  a c c o u n t a n t  w i l l  h a v e  t o  s h e d  h i s  
a n o n y m i t y  a n d  be  a n s w e r a b l e  f o r  h i s  a c t i o n s .
The v i s i b i l i t y  o f  t h e  a c c o u n t i n g  f u n c t i o n  i s  a l r e a d y  
e v i d e n t .  R e c e n t l y ,  t h e  p r o f e s s i o n  was  i n v o l v e d  i n  t h e  l a r g e r  
i s s u e s  o f  p u b l i c  p o l i c y  t o  t h e  e x t e n t  t h a t  i t  f o r m u l a t e d  a n d  
p r o c l a i m e d  p o l i c y  r u l e s  on i t s  own i n  t h e  p r o c e s s  o f  e s t a b l i s h i n g  
c e r t a i n  r e p o r t i n g  p r i n c i p l e s  a n d  c o n v e n t i o n s .  The  c a s e  i n  p o i n t  
h e r e  i s  t h e  APB O p i n i o n  on m e r g e r s  w h i c h ,  a s  some b e l i e v e ,  h a s  
c u r t a i l e d  t h e  r u s h  o f  c o n g l o m e r a t e s  much more  e f f e c t i v e l y  t h a n  
c o u l d  h a v e  b e e n  a c c o m p l i s h e d  b y  t h e  a t t o r n e y s  o f  t h e  D e p a r t m e n t  
o f  J u s t i c e . “ T h i s  i n v o l v e m e n t  on t h e  p a r t  o f  a c c o u n t i n g  i n  t h e  
m a t t e r s  o f  p u b l i c  a f f a i r s  o c c u r r e d  b y  d e f a u l t  b e c a u s e  t h o s e  i n  
c h a r g e  o f  t h e  p o l i c y  f o r m u l a t i o n  e i t h e r  h a d  s o u g h t  t o  i g n o r e  s u c h  
p o l i c y  n a t t e r s  o r ,  w o r s e  y e t ,  w e r e  u n a w a r e  o f  t h e  i m p a c t  t h a t
^Edmund W i l s o n ,  a s  q u o t e d  i n  B e l l ,  The  End o f  I d e o l o g y ,
P .  3 0 2 .
“ F o r  e x a m p l e ,  s e e  F r e s e  a n d  M a u t z ,  " F i n a n c i a l  R e p o r t i n g - -  
By Whom?" p p .  3 - 4 .
a c c o u n t a n t s  c o u l d  e x e r c i s e  on n a t i o n a l  t r e n d s . *
I n  t h e  p o s t - i n d u s t r i a l  s o c i e t y ,  t h e  a c c o u n t i n g  f u n c t i o n  
w i l l  b e  c o n s t r u e d  a s  one o f  t h e  p o w e r f u l  i n s t r u m e n t s  i n  t h e  
p u b l i c  a r m o r y  t o  b e  u s e d  t o  a c h i e v e  t h e  l a r g e r  o b j e c t i v e s  o f  
p u b l i c  p o l i c y .  To b e  s u c h  a n  e f f e c t i v e  i n s t r u m e n t ,  t h e  a c c o u n t i n g  
p r o f e s s i o n  a n d  i t s  r u l e - m a k i n g  b o d y  n e e d  t h e  l e v e r a g e  o f  a v e s t e d  
a u t h o r i t y .  O n l y  s u c h  a n  a u t h o r i t y  c a n  p r o n o u n c e  r u l e s  a n d  r e g u ­
l a t i o n s  w h i c h  w i l l  p r e v a i l .  A c c o u n t i n g  a s  a p r o f e s s i o n  w o u l d  
h a v e  t o  come t o  a c o l l e c t i v e  r e a l i z a t i o n  t h a t ,  w i t h o u t  s u c h  l e v e r ­
a g e ,  a t  l e a s t  i n  t h e  p u b l i c  a r e n a ,  a n y  r u l e - m a k i n g  b o d y  i s  n o t h i n g  
b u t  a s h a m .  On s u b s t a n t i v e  i s s u e s  a r e g u l a r  d i s p l a y  a n d  a n  o c c a ­
s i o n a l  e x e r c i s e  o f  p o l i t i c a l  m u s c l e  a r e  t h e  o n l y  s u r e  w ays  t o  
o b t a i n  t h e  d e s i r e d  a d h e r e n c e  t o  r u l e s .
I n  s p i t e  o f  a l l  d u e  d e l i b e r a t i o n s ,  a n d  r e p r e s e n t a t i v e  
c o n s u l t a t i o n  a n d  p a r t i c i p a t i o n  t h a t  w i l l  g o  i n t o  t h e  m a k i n g  o f  
t h e  v a r i o u s  p r o n o u n c e m e n t s  o f  t h e  F i n a n c i a l  A c c o u n t i n g  S t a n d a r d s  
B o a r d ,  i t  w i l l  e n c o u n t e r  t h e  same p r o b l e m s  a s  i t s  i l l - f a t e d  a n d  
m u c h - a b u s e d  p r e d e c e s s o r .  As s o o n  a s  i t s  p r o n o u n c e m e n t s  e r o d e
^■One o u t s t a n d i n g  e x a m p l e  o f  how a c c o u n t i n g  p r a c t i c e s  
a f f e c t  t h e  f a t e  o f  v i t a l  n a t i o n a l  i n d u s t r i e s  i s  t h e  c a s e  o f  r a i l ­
r o a d s .  S i n c e  1 9 1 4 ,  t h e  r a i l r o a d  i n d u s t r y  h a s  b e e n  p r a c t i c i n g  
s o - c a l l e d  B e t t e r m e n t  A c c o u n t i n g ,  u n d e r  w h i c h  i t  n e v e r  d e p r e c i a t e s  
i t s  t r a c k s .  T h u s ,  t h e  t r a c k s  a r e  s t i l l  c a r r i e d  on t h e  b o o k s  a t  
t h e i r  h i s t o r i c a l  c o s t s  l o n g  a f t e r  t h e y  h a v e  l o s t  a l l  t h e i r  e c o ­
n o m i c  u t i l i t y .  F u r t h e r ,  t o  i m p r o v e  t h e  i n c o m e  s i t u a t i o n  f i c t i ­
t i o u s l y  a n d  make t h e  b o o k s  l o o k  b e t t e r ,  B e t t e r m e n t  A c c o u n t i n g  
d i s c o u r a g e s  r a i l r o a d s  f r o m  i n c u r r i n g  a n y  n o r m a l  e x p e n d i t u r e s  
p e r t a i n i n g  t o  r e p a i r s ,  r e n e w a l s ,  a n d  r e p l a c e m e n t s .  T h u s ,  m o d e rn  
t e c h n o l o g y  h a s  r e v o l u t i o n i z e d  e v e r y t h i n g  i n  t r a n s p o r t a t i o n  b u t  
t h e  r a i l r o a d ,  w h i c h  i s  s t i l l  a d i s m a l  c a p t i v e  o f  i t s  a c c o u n t i n g  
p r a c t i c e s .  S e e  "How R a i l r o a d  A c c o u n t i n g  E a t s  Up t h e  A s s e t s , "  
B u s i n e s s  Week,  S e p t e m b e r  fl, 1 9 7 3 ,  p p .  5 0 - 5 7 .
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t h e  v e s t e d  i n t e r e s t s ,  t h e  l a t t e r  w i l l  p u t  u p  s t i f f  r e s i s t a n c e .
I t  i s  i n  t h i s  c o n t e x t  t h a t  r u l e - m a k i n g  i n  a c c o u n t i n g  i s  e s s e n ­
t i a l l y  a p o l i t i c a l  a s  w e l l  a s  a n  i n s t i t u t i o n a l  p r o c e s s  r a t h e r  
t h a n  a t h e o r e t i c a l ,  t e c h n i c a l ,  o r  r e s e a r c h  i s s u e ,  a s  some h a v e  
a s s e r t e d .  ^
f i g u r e  7 g i v e s  a b i r d ' s  e y e  v i e w  o f  t h e  m a j o r  t h e m e  o f  
t h i s  i n q u i r y .  An a t t e m p t  h a s  b e e n  made h e r e  t o  i n t e g r a t e  t h e  
i n s t i t u t i o n a l  p h en o m e n o n  o f  m o d e rn  t e c h n o l o g y  a n d  i t s  i m p a c t  on 
s o c i a l  a s  w e l l  a s  e c o n o m i c  o r g a n i z a t i o n s .  I t  i s  i n  t h e  p e r s p e c ­
t i v e  o f  t h i s  i n t e g r a t i o n  t h a t  f u t u r e  a c c o u n t i n g  f u n c t i o n s  s h o u l d  
b e  c o n c e i v e d ,  o r  t h a t  t h e  c a t h o l i c i t y  o f  t h e  a c c o u n t i n g  f u n c t i o n  
s h o u l d  be  r e d i s c o v e r e d .  I t  i s  o n l y  i n  t h i s  way t h a t  a c c o u n t i n g  
c a n  e s c a p e  t h e  b l i n d  a l l e y  o f  u n i d i r a e n s i o n a l i t y  i n  w h i c h  i t  h a s  
f o u n d  i t s e l f .  E v e n  i n  t h e  p o s t - i n d u s t r i a l  a g e ,  t h e  m o t t o  t h a t  
s h o u l d  g u i d e  a c c o u n t i n g  i s  a s  o l d  a s  B a c o n ,  who a d m i r e d  t h e  i n ­
v e n t o r  a n d  e x p e r i m e n t e r .  N e a r l y  f o u r  c e n t u r i e s  a g o ,  he w r o t e :
A g a i n  t h e r e  i s  a n o t h e r  g r e a t  a n d  p o w e r f u l  c a u s e  why
s c i e n c e s  h a v e  made b u t  l i t t l e  p r o g r e s s ,  w h i c h  i s  t h i s .
^ F o r  e x a m p l e ,  i n  1 9 5 7 ,  A l v i n  R .  J e n n i n g s ,  t h e n  t h e  i n ­
c o m in g  AICPA p r e s i d e n t ,  p r o p o s e d  t h e  c r e a t i o n  o f  a r e s e a r c h  
f o u n d a t i o n  w h i c h  w o u l d  " c a r r y  on c o n t i n u o u s  e x a m i n a t i o n  a n d  r e ­
e x a m i n a t i o n  o f  b a s i c  a c c o u n t i n g  a s s u m p t i o n s  a n d  . . . d e v e l o p
a u t h o r i t a t i v e  s t a t e m e n t s  f o r  t h e  g u i d a n c e  o f  b o t h  i n d u s t r y  a n d  
o u r  p r o f e s s i o n . "  He f u r t h e r  a d d e d  t h a t  t h e  " d e v e l o p m e n t  o f  
a c c o u n t i n g  p r i n c i p l e s  s h o u l d  b e  r e g a r d e d  a s  i n  t h e  n a t u r e  o f  
p u r e  r e s e a r c h . "  S e e  A l v i n  R .  J e n n i n g s ,  " P r e s e n t - D a y  C h a l l e n g e s  
i n  F i n a n c i a l  R e p o r t i n g , "  The J o u r n a 1 o f  A c c o u n t a n c y ,  CV ( J a n u ­
a r y ,  1 9 5 8 ) ,  3 2 - 3 4 ;  a n d  G e o r g e  O. May,  " G e n e r a l l y  A c c e p t e d  
A c c o u n t i n g  P r i n c i p l e s , "  The J o u r n a 1 o f  A c c o u n t a n c y ,  CV ( J a n u a r y ,  
1 9 5 8 ) ,  2 3 - 2 7 .
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I t  i s  n o t  p o s s i b l e  t o  r u n  a c o u r s e  a r i g h t  when 
t h e  g o a l  i t s e l f  h a s  n o t  b e e n  r i g h t l y  p l a c e d .
Now t h e  t r u e  a n d  l a w f u l  g o a l  o f  t h e  s c i e n c e s  i s  
n o n e  o t h e r  t h a n  t h i s :  t h a t  human l i f e  b e  endow ed
w i t h  new d i s c o v e r i e s  a n d  p o w e r s . 1
J-Fra n c i s  B a c o n ,  "Novum O r g a n u m ,"  i n  Man &_ t h e  U n i v e r s e ,  
The P h i l o s o p h e r s  o f  S c i e n c e ,  e d .  b y  S a x e  Coramins a n d  R o b e r t  N. 
L i n s c o t t  (New Y o r k :  W a s h i n g t o n  S q u a r e  P r e s s ,  1 9 5 4 ) ,  p .  1 1 7 .
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VITA
N a t w a r l a l  M. G a n d h i  came t o  t h e  U n i t e d  S t a t e s  f r o m  I n d i a  
i n  1 9 0 5 .  He h o l d s  B a c h e l o r  o f  Commerce ( 1 9 o I )  a n d  L L .B .  ( 1 9 0 4 )  
d e g r e e s  f r o m  t h e  U n i v e r s i t y  o f  Bombay a n d  a n  M .B .A .  ( 1 9 o 7 )  f r o m  
A t l a n t a  U n i v e r s i t y .  A r e c i p i e n t  o f  t h e  H e r n d o n  F o u n d a t i o n  F e l l o w ­
s h i p  a t  A t l a n t a  U n i v e r s i t y ,  a n d  t h e  H a s k i n s  a n d  S e l l s  F o u n d a t i o n  
F e l l o w s h i p  a t  L o u i s i a n a  S t a t e  U n i v e r s i t y ,  M r .  G a n d h i  was  a l s o  
g i v e n  t h e  N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s '  Award  a t  LSU. He 
w as  t h e  D o c t o r a l  C o n s o r t i u m  F e l l o w  f r o m  LSU a t  t h e  A m e r i c a n  
A c c o u n t i n g  A s s o c i a t i o n  i n  1 9 7 1 .  Mr.  G a n d h i  h a s  t a u g h t  a t  LSU a n d  
N o r t h  C a r o l i n a  A. & T .  S t a t e  U n i v e r s i t y ,  He h a s  a l s o  w o r k e d  a t  
IBM a n d  J .  & L.  S t e e l  C o r p o r a t i o n  i n  t h e  a r e a  o f  o v e r h e a d  c o n t r o l ,  
a n d  f o r  v a r i o u s  i n d u s t r i a l  f i r m s  i n  I n d i a  i n  m a n a g e r i a l  c a p a c i t i e s .  
He now l i v e s  i n  P i t t s b u r g h ,  P e n n s y l v a n i a ,  w h e r e  h e  i s  a L e c t u r e r  i n  
t h e  G r a d u a t e  S c h o o l  o f  B u s i n e s s  o f  t h e  U n i v e r s i t y  o f  P i t t s b u r g h .
Mr.  G a n d h i  i s  c u r r e n t l y  a c a n d i d a t e  f o r  t h e  d e g r e e  o f  D o c t o r  o f  
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